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The Preparation of 
WILLS AND TRUSTS 


¢ SECOND EDITION e¢ 
By 
DANIEL S. REMSEN 


R. H. BURTON-SMITH GERARD T. REMSEN 
of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 
Wills and Trusts to be Rightly Written 
and so 
Avoid Litigation — Provide Adequate Administration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 

In one large volume. Over 1300 pages. Price $20.00 net. 
NOTE—The First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 





TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York 


Gentlemen: Enclosed please find $20.09 (check or money order), for which kindly send me 
copy of the new edition on ‘THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 


Make check or draft payabie to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York 
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Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 
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GLIMPSE OF HOW NEW YORK EXPECTS TO SOLVE ITS TRAFFIC PROBLEM 


Separation of vehicular and pedestrian traffic and congested intersections proposed by 
the New York Regional Plan Advisory Committee of Architects under the chairmanship 
of Harvey Wiley Corbett 
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CODIFICATION OF THE LAW OF TRUSTS 


NEXT STEP IN IMPROVING TRUST ADMINISTRATION AND SERVICE 


HE present urge in trust adminis- 
tration is to reduce costs without 
impairing quality and the intro- 

2 duction of improved methods of 

operation to handle expeditiously and safely 
the rapidly growing volume of fiduciary 
responsibility. ‘‘Business depression” has 
accelerated rather than halted the pace of 
new trust business. Sad experiences in 
speculation, in the selection of investments 
and the drastic deflation of values have 
rendered the great body of American people 
more susceptible than ever before to the 
merits and protective advantages of cor- 
porate fiduciary service. Estates and trust 
appointments are flowing into the care of 
trust companies and banks as fiduciaries, 
at a rate exceeding all previous records. All 
this must impress trust officials with an 
added sense of responsibility and alert 
desire to not only preserve the integrity, 
but also to extend the latitude and in every 
way possible increase the efficiency of trust 
service. 

Strange to relate the most important 
factor in lowering the costs and speeding 
up the machinery of trust administration 
has received comparatively little attention. 
This relates to the codification and recon- 
ciliation of state laws governing trusts, 
probate procedure, devolution of property, 
estates and inheritances. While matters of 
improving operation and accountancy con- 
trol in trust departments are sufficiently 
important, it must be obvious to every trust 


officer that the most prolific source of ex- 
pense, delay and waste-motion is that which 
arises from cumbersome, antiquated and 
often conflicting statutes and judicial rulings 
which impose constant interference in the 
smooth conduct of trust department work. 

The problem of improving the law of 
trusts is necessarily one that will yield most 
readily to local effort in the various states. 
Constructive and helpful as may be the 
work now being conducted by the American 
Law Institute in drafting a restatement of 
the law of trusts and of the Conference of 
Commissioners on Uniform State Laws in 
framing among other measures a Uniform 
Principal and Income Act, the question of 
codification and appropriate legislation re- 
solves itself into a matter of cooperative 
effort in the respective states. Any attempt 
at nationwide standardization of the law 
of trusts or of trust instruments must be 
regarded as impracticable at this stage and 
is equivalent to putting the cart before the 
horse. Greater uniformity of trust laws and 
procedure as between the states will eventu- 
ally come, but it is a matter of attrition 
and slow evolution coming up through 
state legislation. 

The best starting point is indicated by the 
results of a recent inquiry conducted by 
Trust Compantes. Letters were directed 
to the bank supervisors of upward of thirty 
states requesting an expression of their 
attitude on the subject of codifying the laws, 
rules, court decisions and precedents relat- 
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ing to trust administration in their respec- 
tive jurisdictions. The replies were almost 
unanimously and cordially in favor of such 
undertaking. Suggestions were also received 
in a number of cases that the banking de- 
partments would cooperate to the extent of 
appointing representatives to work with a 
joint committee enlisting experienced trust 
officials and members of the bar and 
judiciary. 

It is advisable that trust company in- 
terests should contact if not assume the 
initiative in the various states in order to 
bestow the benefits of their practical ex- 
perience in trust and estate administration. 
Unless the trust people bestir themselves 
more actively there is the probability that 
present movements toward rewriting the 
law of trusts and the drafting of uniform 
state laws, will bear chiefly the imprint of 
the legalistic mind without taking due 
account of actual experience or require- 
ments. 


7 *, °, 
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CONFUSION OF LEGISLATIVE AND 
JUDICIAL MINDS 


| RUST service is encumbered and sub- 
iL jected to costly delays and uncer- 

tainties because a multitude of legis- 
lative and judicial minds have distorted and 
failed to adhere to those legal and equitable 
principles which are fundamental in their 
application to trust functions, duties and 
responsibilities. Each state has built up 
its own body of laws governing trusts, 
probate procedure, intestacy, inheritances 
and devolution of property. Each state has 
its own superstructure of interpretations 
and rulings measured by the intelligence or 
experience of its judiciary. In some states 
trust companies operate under laws which 
have not been revised for generations. In 
others, a more enlightened legislative policy 
has obtained to square the law of trusts, 
property and equitable rights in the light of 
changed economic and political conditions. 
Foremost among the latter has been New 
York in adopting a modern estate and in- 
heritance code, which became effective last 
year and was further revised at the recent 
legislative session. As to fiduciary codes the 
situation remains chaotic in most of the 


states. 
Trust administration calls for a more 
workable and understandable code. 


Prob- 
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lems present themselves almost daily to 
trust officers for which they have no definite 
statutory or judicial guidance. Meanwhile, 
their responsibilities increased in number 
and complex variety. Delays in estate 
settlement and litigation ensue over which 
fiduciaries hive no control. Decisions must 
be made in the exercise of discretionary 
power or the absence of clearly defined 
legislative authority, the outcome of which 
must often be left to the whim or caprice 
of the judicial mind, which is not always 
impartial in dealing with corporate fidu- 
ciaries. Where laws are inexplicit or silent, 
the judges of various jurisdictions in the 
same state very frequently disagree on 
identical issues in controversy. 


2, + \? 
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WHERE CLARIFICATION OF TRUST 
LAW AND PROCEDURE IS NEEDED 
ECENT court decisions emphasize 
the urgency of codifying and improv- 
ing the state laws under which cor- 
porate fiduciaries operate. Conflicting de- 
cisions as to allocation of stock dividends 
in trust estates justify early legislative con- 
sideration of a law defining ‘principal and 
interest”’ similar to that embodied in the 
proposed Principal and Income Act, the 
final draft of which is to be acted upon by 
the Commissioners on Uniform State Laws 
at the coming September conference and 
which has already been adopted in Oregon. 
The subject of trust investments is one that 
demands legislative relief. Among numer- 
ous other legal encumbrances to efficient 
trust management are those relating to pro- 
bate procedure, estate settlement, validity 
of living trusts, perpetuities, power of alien- 
ation, restrictions as to accumulations, sta- 
tutory fees and attorney fees, reciprocal 
exemption of transfer taxes on intangibles of 
non-resident decedents and qualifications of 
executors and trustees to carry out fiduciary 
settlements in foreign states. 

In an address on “Codification of Trust 
Laws,” delivered at the recent Washington- 
Oregon Bi-State Trust Conference, E. H. 
Robbins, assistant manager of Tacoma 
office of the Bank of California, N. A., re- 
cited some of the provisions that should be 
incorporated in the revision of laws govern- 
ing trust operations. Among others he sug- 
gested the following: “Provision of a method 
by which the probate courts may take juris- 
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diction, and by which a trustee under either 
testamentary or private trust may apply to 
the court for direction or interpretation; 
provision for extending relief to a beneficiary 
out of trust accumulations in cases of 
emergency, and where the trust instrument 
is silent on this subject; the defining of dis- 
cretionary power, and also providing meth- 
ods whereby beneficiaries might have ac- 
cess to court relief in the event of the abuse 
of discretionary power; provide relief both 
for fiduciaries and companies issuing securi- 
ties in connection with matters of registra- 
tion and transfer, so that the latter would 
not be bound to inquire into the terms of 
the trust at the time of transfer or registered 
stocks, bonds or other securities; and the 
question of the posting of surety bonds by 
corporate fiduciaries.” 


°, °, °, 
“° “9 “° 


TRUST COSTS AND FEES 


EFINITE progress may be recorded 
ID] in securing a more uniform and rea- 
sonable basis of compensation for 
personal trust services as predicated upon 
scientific ascertainment of costs. Trust 
service has not kept pace with industry and 


other types of financial or professional serv- 
ices, in reducing the cost elements to defi- 
nite terms, because of the intangible nature 


and the infinite variety of factors which 
enter into personal trust relations. No two 
trusts or estates are the same. The work 
and the responsibilities involved cannot 
always be anticipated where a trust rela- 
tionship extends over a term of years. Any 
attempt to construe actual costs in advance 
must be subject to contingencies and uncer- 
tainties which cannot be apprehended at 
the time of appointment or acceptance of 
the trust. The great change in the character 
of assets, the complexities of administrative 
laws and the problems of taxation, are mat- 
ters that impose burdens upon corporate 
fiduciaries which justify a greater degree of 
flexibility in the laws and agreed schedules 
relating to personal trust charges. 

In this issue of Trust CoMPANIES there 
appear a number of replies to a question- 
naire directed to trust companies in those 
states where the great bulk of trust business 
is administered. The inquiry is confined to 
the matter of computing charges where trust 
relations are not governed by statute or 
subject to court determination. The subject 
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is of importance because.of the large volume 
of living trusts, voluntary trusts, life insur- 
ance trusts and custodianships flowing into 
the hands of trust companies and banks as 
fiduciaries. The objective is to ascertain 
prevailing practice as to method of basing 
commissions either on principal and income 
of the trust or upon principal alone. The 
replies indicate that in the East the more 
general practice is to apply fees on both 
principal and income, whereas in the western 
states the trust companies advise of favor- 
able results from the practice of computing 
fees on principal alone. 

COOPERATIVE ACTION ON TRUST 

FEE SCHEDULES 


HE movement toward greater stabili- 
zation of trust fees as based upon costs 

and a fair “trust wage,” is to be found 
in the activities of the various local corporate 
fiduciary associations. _ Committees have : 
been actively at work for a number of years 
studying the problems of practice and costs. 
In most of the larger cities the trust com- 
panies are aided by agreements on minimum 
charges or by schec jules which make due 
allowance for extraordinary or unusual 
services. In a number of cities these sched- 
ules are giving satisfactory results and in 
others there are committees now engaged 
upon revising such schedules in the light of 
experience and comparison. A committee 
on costs and charges of the Trust Company 
Division of the American Bankers Associa- 
tion is expected soon to present a report 
covering the situation on broader lines and 
based on nationwide questionnaires. The 
work of this committee is divided into three 
phases: (1) what may be considered reason- 
able profits for a trust department as a 
whole; (2) what may be considered reason- 
able profits for each type of trust service; 
and (3) establishing of fee schedule which 
will produce reasonable earnings for each 
type of trust service. 

Much requires to be accomplished as to 
statutory fee schedules for trust services. 
A survey shows that in many of the states 
the laws governing compensation as execu- 
tors, administrators and guardians have not 
been changed for many years, ranging as far 
back as three-quarters of a century. Ob- 
viously, the conditions which obtained when 
these statutory rates were enacted no longer 
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exist today and impose a hardship upon 
fiduciaries. Likewise there is lack of uni- 
formity in the legal rates as well as in the 
determination of courts in connection with 
trusts where laws are either silent on the 
subject or broad in their provisions as to 
requiring “reasonable” compensation. 

In general it may be stated that there is 
no type of financial service which is ren- 
dered at such low rates as that provided by 
personal trust administration. In a few 
states legal rates have been advanced but in 
most states the tendency has been for 
statutory rates to remain stationary while 
costs of service are constantly increasing. 
The need of attacking the problem of costs 
and charges is emphasized because of the 
big increase in the number of banks engag- 
ing in trust work. There is also the ever- 
present danger of undermining the integrity 
of trust administration where competition 
is a question of rates rather than quality. 
REPORT OF THE PUBLIC TRUSTEE 

OFFICE OF LONDON 

HE Public Trustee Office of London, 
IT] England, which was created by act 

of Parliament and has been in oper- 
ation since October, 1907, reports, at the 
close of the fiscal year, March 31, 1931, 
a total of £205,500,000 of trust funds under 
administration and not including lands 
under trusteeship valued at about £50,000,- 
000. About 60 per cent of the 17,776 cases 
under administration average under £5,000. 
The number of new cases received during 
the past fiscal year was 1,008. Economic 
depression affected revenues but left a net 
surplus of £6,945 on the year’s work. The 
value of new business during the past year 
was £13,606,570. 

The Public Trustee Office was established 
primarily to afford fiduciary protection and 
skilled management for those having smaller 
estates and trusts. The record of the Public 
Trustee has shown commendable manage- 
ment and economical results. 

Actively competing for trust business in 
England are the trustee departments estab- 
lished since 1908 by the “Big Five” stock 
banks, and the insurance companies, some 
of which have been in the fiduciary field for 
the past hundred years. Notwithstanding 
the custom of employing personal trustees 
and executors, the idea of corporate trustee- 
ship is rapidly gaining favor in England. 
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FOURTH DRAFT OF UNIFORM 
PRINCIPAL AND INCOME ACT 


RAFTING of the proposed Uniform 
1) Principal and Income Act which has 

for its prime purpose a clear statutory 
definition of what is principal and what is 
income in trust estates as regards the re- 
spective interests of life tenant and re- 
maindermen, has reached a stage of com- 
pletion which will enable trust company 
interests to actively sponsor this legislation 
in their respective states. A copy of the 
fourth tentative draft has been received 
from Dean Clark of Yale University School 
of Law who has been conducting the work 
in behalf of the National Conference of 
Commissioners on Uniform State Laws. The 
latter organization, which is an adjunct of 
the American Bar Association and is com- 
posed of commissioners appointed from each 
state, will meet in September to put the 
finishing touches upon what is expected to 
be the final and approved draft of the 
Uniform Principal and Income Act. 


The drafting of this act has been con- 
ducted with exceeding care since the task 
was undertaken in 1926, involving study of 
numerous judicial decisions, precedents and 
reconciliation of such laws as appear on the 
statute books of the various states relating 
to the subject. The act is limited to the 
determination of principal and income, the 
apportionment to life tenants and remain- 
dermen, including dividends and _ stock 
rights. No attempt is made to cover the 
broader field of the general powers and 
duties of trustees or to define income for 
taxing purposes. 

It is manifestly to the interest of all cor- 
porate fiduciaries to vigorously sponsor the 
passage of the finally approved Uniform 
Principal and Income Act because of the 
troublesome questions of law and adminis- 
tration in dealing with apportionment and 
especially as regards dividends and “rights” 
which have been complicated by numerous 
conflicting judicial interpretations. It is un- 
likely that any opposition to this Act will 
be encountered in state legislatures because 
of the manifest advantages and unquestion- 
able desirability of such legislation. This is 
foreshadowed by the cordial endorsement of 
the Act given by the Oregon legislature at 
the last session which has the distinction of 
being the first to adopt the law, subject to 
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some minor changes appearing in the 
fourth draft. 

Because of the confusion which exists and 
the reactions of the courts, trust officers will 
in the main give approval to the section in 
the proposed Principal and Income Act 
which deals with the matter of premium and 
discount bonds. Section six of the latest 
draft, which provides for neither amortiza- 
tion of premiums nor accumulation of dis- 
counts on bonds, aims to simplify the prob- 
lem by making the following definition: 
‘Where any part of the principal consists of 
bonds or other obligations for the payment 
of money, they shall be deemed principal at 
their inventory value or in default thereof at 
their market value at the time the principal 
is established, or at their cost where pur- 
chased later, regardless of their par or 
maturity value; and upon their respective 
maturities or upon their sale any loss or gain 
realized thereon shall fall upon or enure to 
the principal.” 


& & > 
LEGAL STATUS OF COLLECTION 
ITEMS IN FAILED BANKS 


EORGE GLEASON BOGERT, pro- 
fessor of law at the University of 


Chicago, is author of a learned article 
in a recent issue of the Michigan Law 
Review dealing with modern decisions and 
statutes regarding the struggle for prefer- 
ence in connection with claims arising from 
items held for collection but not collected 
and where no effective remittance has been 
made, which are included in the assets of a 
defunct bank. The subject is one of general 
interest because of the large number of bank 
failures and the appearance of such unsatis- 
fied collection items found among assets. 

Professor Bogert cites and _ discusses 
numerous cases and available statutes on 
the subject. In conclusion, he says: ‘As 
shown by the cases and statutes, the distinct 
modern tendency is to throw the loss collec- 
tion on the general creditors of the failed 
bank, persons who are not at all the bene- 
ficiaries of the particular collection trans- 
action and are a relatively weak and minor 
class of the beneficiaries of the whole collec- 
tion system of the country. This seems to 
the writer the least defensible result of the 
several possible choices. Either placing the 
loss on the depositor of the item for collec- 
tion or on the forwarding bank seems prefer- 
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able on principle. Procedures for working 
out either of these results are practical. The 
depositor would shift his loss to his cus- 
tomers as a whole. The forwarding bank 
would distribute its loss among its depositors 
as a whole. 

“Such losses should be borne ultimately 
by as large a class of the commercial com- 
munity as possible, and should be dis- 
tributed to such class by the depositor for 
collection or the forwarding bank. No pref- 
erence out of the assets of the failed bank is 
necessary to accomplish this placing and 
distribution of loss.” 


o, o, 2, 
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LIABILITY FOR NEGLIGENT 
HANDLING OF ESTATE 


T is negligence, for which it is sur- 
chargable, for a trust company to so 

handle the sale of trust assets that a 
loss ensues. So held the Court of Appeals * 
of Kentucky, in a recent decision where a 
trust company as executor neglected to make 
a sale of property at auction binding on the 
purchaser by securing a written memoran- 
dum of the sale from him. The property 
had been sold under the direction of the 
trust company at public auction, and the 
auctioneer, who was the agent of the trust 
corpany, neglected to secure a memoran- 
dum of the sale. Subsequent thereto, the 
trust company also failed to secure a memor- 
andum on the sale when learning of the 
auctioneer’s neglect. A short while there- 
after the prospective purchaser died sud- 
denly before the deed was prepared and his 
sole devisee refused to take the land. It 
was sold later for a lesser price than had 
been agreed upon at the auction. The court 
held the executor liable to make good the 
loss to the estate for his negligent handling. 


ed 
“PRACTICE OF THE LAW” 


HE definition laid down by the Su- 
preme Court of the United States as 

to what constitutes ‘“‘practice of the 
law” is concisely stated as follows: ‘‘Per- 
sons acting professionally in legal formali- 
ties, negotiations, or proceedings by the 
warrant or authority of their clients may be 
regarded as attorneys at law within the 
meaning of that designation as employed 
in this country.” 
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PROGRESS OF RECIPROCITY IN 
DEATH TAXATION 


HE movement toward simplification 
iT of death taxes and the abolition of 

the iniquitous system of duplicate 
levies by the states upon inheritances, is 
making excellent progress. Recent judicial 
decisions lend countenance to the hope of 
early and material relief from the “high cost 
of dying.” Most gratifying is the response 
to reciprocal exemption in the taxation of 
the intangibles of non-resident decedents. 
Including recent favorable enactments there 
are now thirty-eight states in the Union 
aligned with the reciprocal movement. In 
a number of states which failed to take ac- 
tion at the legislative sessions this year, the 
only reason assigned is that financial depres- 
sion compelled tax commissioners to con- 
serve every source of revenue. 

The trend of judicial decisions confirms 
the belief that it is but a matter of short 
time when the constitutional principle of 
taxing the intangibles of non-resident de- 
cedents only in the state of domicile will 
win general recognition. Appeal is to be 
made to the Supreme Court of the United 
States from the recent decision of the Cir- 
cuit Court in the case of Kentucky State Tax 
Commission vs. Equitable Trust Company of 
New York, which brings up the question of 
also exempting stock of domestic corpora- 
tions owned by the estate of a non-resident 
decedent, following out the accepted prin- 
ciples laid down in the decision of the Su- 
preme Court of the United States in Farmers 
Loan and Trust Company, Executor, vs. The 
State of Minnesota, which established the 
constitutional rule of exemption from taxa- 
tion on negotiable bonds and state certifi- 
cates of indebtedness except in the state of 
domicile of the non-resident decedents. 
Obviously, the fiduciary interests will fol- 
low with close interest the appeal to the 
highest court which endeavors to extend 
such exemption of multiple taxation also to 
the stock of corporations. 

Shortly following the decision in the 
Minnesota case, the Supreme Court of the 
United States in Baldwin et al. vs. The State 
of Missouri, applied the same ruling as in 
the Minnesota case in holding that bank 
deposits, negotiable bonds and notes, for 
the purposes of inheritance taxation, even if 
physically within the state, had a situs at 
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the domicile of the creditor only and where 
he was a non-resident these assets were not 
subject to the transfer tax of any other state. 

These opinions of the United States Su- 
preme Court have been accepted by various 
state authorities in a number of decisions 
affecting bonds. There are many taxing 
experts who believe that when the question 
is fairly presented to the Supreme Court 
that it will lay down the same principles 
with reference to stocks. The basis for such 
appeal is presented in the opinion handed 
down March 14, 1931, by the Circuit Court 
in Kentucky, which reversed the finding of 
the Jefferson County Court in the Equitable 
Trust Company case, where the court held 
that under the ruling of the United States 
Supreme Court in Missouri vs. Baldwin, the 
imposition of a transfer tax on the stock of 
a domestic corporation owned by a non- 
resident decedent was unconstitutional. A 
favorable return from the Supreme Court 
would spell the end of the unjust system of 
duplicate taxation on inheritances. 

One of the direct outcomes of the move- 
ment for reciprocal exemption of death 
duties, is that the Chamber of Commerce of 
the United States has brought to the atten- 
tion of the International Chamber of Com- 
merce the advantages of eliminating double 
taxation between the nations of the world. 
The International Chamber has adopted 
this suggestion in resolution form and it is 
quite probable that within two years there will 
be a platform approved by the commercial 
representatives of the nations whereby mul- 
tiple taxation of income of those engaged in 
international business, will be held within 
more equitable lines. 

2, , 


°° * 


FLORIDA ENACTS INHERITANCE 
TAX 


LORIDA has ceased to be a haven of 
refuge for those who seek escape from 

death taxes. At the recent legislative 
session an inheritance and estate tax bill 
was passed and approved May 18, 1931. 
This reduces the state and jurisdictions 
which impose no death taxes to Alabama, 
Nevada, the District of Columbia and the 
Canal Zone. Under this new law Florida 
assesses rates ranging from 1 per cent. on 
estates not in excess of $50,000 to 20 per 
cent. on estates of $10,000,000 or over. 
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“DIRECT ACTION” ON CURRENT 
BANKING PROBLEMS 


HE wisest comment made on current 
banking problems is that their solu- 
tion depends not upon legislative fiat 

so much as upon the initiative of bankers 
themselves in enforcing improved standards 
of management. This season’s conventions 
of state bankers associations have yielded 
more than the average broadsides of dis- 
cussions and resolutions dealing with gen- 
eral policies and questions of internal man- 
agement. A great deal of it seems bootless 
and lacking in positive and coherent re- 
sults. In a number of States the good work 
of enlisting bankers to clean Augean stables 
without waiting for the supposed magic of 
legislative cures, is being conducted in a 
wav that is most encouraging. 

California presents an outstanding ex- 
ample of effective and systematic work 
among bankers. There they have created 
an Economic Council as the active all-year- 
round arm of the California Bankers Asso- 
ciation. The Council is composed of work- 
ers. Highly practical banking problems are 
delegated to certain men. The group organ- 


izations of the State are called upon for 


active assistance. Before any report or 
conclusions are presented there is a great 
deal of preliminary study, gleaning of ex- 
perience and sending out of questionnaires 
designed to assemble the best information 
available from within the State and from 
all other States. 

A brief survey of reports presented at 
the recent annual convention shows how 
admirably the California bankers are break- 
ing new ground. First there was a report 
on trend of bank costs and profits in Cali- 
fornia. This embodied a most searching 
investigation of relation of gross earnings 
to deposits, expense ratios and schedules 
of net profits. The result of this study was 
illuminating and afforded the banks a 
sounder basis for calculations and internal 
operations. The second report on real 
estate loan charges presented a uniform 
schedule of fees and revealed opportuni- 
ties for new sources of legitimate profit from 
making such loans, which many bankers 
have doubtless overlooked. The third re- 
port from the Economic Council offered a 
formula for arriving at value of commercial 
accounts based upon analysis. Another 
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report dealt with chain store accounts. The 
fifth report presented a formula for service 
charge on the per item basis. 

Bankers must abandon the habit of 
“resoluting” on their problems at conven- 
tion time and then calmly returning to their 
daily tasks in the mistaken belief that they 
have accomplished something. It is axio- 
matic that if bankers had applied themselves 
to their management problems with due 
zeal and cooperative endeavor, that the 
great number of fatalities of the past few 
years would not have occurred. Similarly, 
the mere fact of passing amendatory legis- 
lation will not produce the needed remedies 
if individual managements do not adhere 
to codes and formulas which experience 
has taught to be the best. 


o, i? 2 
we 1 


TRUSTEE SUCCESSION RIGHTS 
a. Supreme Court of Georgia recently . 


decided in the case of Mueller vs. The 

First National Bank of Atlanta, that 
a merged bank acquired all fiduciary ap- 
pointments and designations of the insti- 
tution which it absorbed. Here a testatrix 
executed her will in 1922, naming the 
Fourth National Bank of Atlanta as her 
executor. That bank was consolidated with 
the Atlanta & Lowry National Bank under 
the existing charter of the latter institution, 
and under the name of The First National 
Bank of Atlanta. The consolidation took 
place during the lifetime of the testatrix, 
but she made no change in her will. 

In holding that the consolidated bank had 
the right to qualify and act as executor of 
the will, the Supreme Court pointed out 
that all rights, franchises, and interests of 
the *ourth Nationa] Bank in every species 
of property shall be deemed transferred to 
the consolidated institution. The provision 
of the statute, it held, was broad enough to 
pass an executorship appointment to the 
consolidated institution. 

This decision is contrary to the recent 
decision of the Supreme Court of Virginia, 
discussed in the February issue of TRUST 
ComPaANIEs, in the case of Hofheimer vs. 
Seaboard Citizens Bank of Norfolk, holding 
that the national bank could not qualify 
as an executor under a will naming the 
Citizens Bank of Norfolk which had been 
absorbed or consolidated with the national 
bank. 
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PROTECTING TRUST DEPART- 
MENTS OF INSOLVENT BANKS 


I T is pertinent to urge federal and state 
legislation which shall provide for the 


transfer and continuous functioning 
of trust department business whenever it 
may be involved in bank failures or suspen- 
sions. Bank failures are almost invariably 
due to misconduct or impairment of assets 
of the banking department. Among the 
numerous banking failures of the past year 
and decade there appears not a single in- 
stance where the closing of a bank was due 
to or originated from any trouble in trust 
department operation. It is true that a 
number of failed banks had the words “‘trust 
company” in their corporate titles. Few of 
these, however, either conducted trust de- 
partments or carried any trust liabilities. 
In the relatively rare cases where trust 
functions were exercised by insolvent banks, 
the state or federal banking authorities 
found the trust department assets protected 
and segregated. This situation is note- 
worthy in connection with the closing of the 
Bank of the United States in New York, 
where in the absence of any law on the sub- 
ject, the trust department continues opera- 
tion as a separate and solvent unit. The 
only other failure involving any consider- 
able volume of trust assets is that of the 
Louisville Trust Company in Kentucky 
where such liabilities are said to be ade- 
quately safeguarded and where efforts are 
being made to transfer trust business to 
new management. 


The suggestion is made that federal and 
state banking laws should be amended which 
would provide that in the event of the sus- 
pension of a national bank or state institu- 
tion, the trust business could be immediately 
taken over by some designated officer of the 
comptroller’s office or appointee of the 
state banking department or by some other 
national bank or trust company designated 
by the banking authorities. There appears 
no practical reason why this could not be 
done if the law is observed. The trust de- 
partment of a bank or trust company is 
entirely separate and distinct from the 
commercial department and should not be 
adversely affected or its functioning even 
temporarily delayed by the suspension of 
the commercial department. An amend- 
ment to the laws, such as suggested, would 
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be most beneficial in assuring the public of 
the continued operation of all trust depart- 
ments. Under present conditions there may 
be delays which would certainly be objec- 
tionable and possibly harmful in many cases. 
Under the amendment the functioning of 
the trust department would be at least 
temporarily continued until a successor 
trustee could be provided for or new inden- 
tures might make provision for succeeding 
trustee to become the permanent trustee. 

The suggestion for some amendment to 
existing banking laws to provide for the 
continued operation of the trust department 
in the event the parent bank suspended, was 
made by Ronald Ransom, vice-president of 
the Fulton National Bank of Atlanta, Ga., 
in an address at the recent Southern Trust 
Conference at Charleston. 


‘7 2°, 2, 
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IDLE MONEY 


O more illuminating example of the 
great hoard of idle wealth and money 
in this country has been offered than 
the recent subscription of over $6,000,- 
000,000 for the latest government bond issue 
of $800,000,000. The low rate of three and 
one-eighth per cent. on this issue renders 
the heavy oversubscription more significant 
of the vast volume of idle capital and funds 
which is not being exerted. It is striking 
evidence of the fear and hesitation which 
stifles the investment public at a time when 
other high grade investments are available 
at a far greater yield than government 
securities. The moral is that the people are 
much more concerned with safety than in- 
terest return. 

The conclusion is inevitable that the stage 
is all set for a return to normal prosperity 
and that the chief actors as well as the super- 
numeraries are only waiting for the cue 
which shall entice that artful thespian, 
Confidence, to return to the center of the 
footlights. Corporations have hundreds of 
millions of surplus funds which are held as 
deposits in banks. The banks are loaded 
with a tremendous amount of collateral 
loans secured by stocks and bonds which 
refuse to be liquidated despite the decrease 
in brokers’ loans. Certainly this country 
has never before suffered so much from 
refrigerated wealth. 
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RESIDUARY CLAUSE OF WILL 
OPERATES AS EXERCISE OF 
TRUST POWER 

RECENT decision by the Circuit 
Judge for Milwaukee (Wis.) County, 
by which one quarter of the $6,000,- 
000 was placed in trust, in 1924, by the late 
William Woods Plankinton, is awarded to 
the widow and three children, raised the 
interesting legal question whether part of 
the trust should be probated or remain in 
the hands of the residuary trustees. The 
court ruled that the residuary clause of the 
will operated as an exercise of the powers 
to appoint and that the estate so appointed 
did not pass as part of the estate of the 
deceased to the executor, but passed directly 
under the original trust deed to the bene- 
ficiaries named in the residuary clause of 
the will the same as though they had been 
originally named in the trust indenture. 
On the 28th day of February, 1924, Wil- 
liam Woods Plankinton and Alexandra 
Stuart Plankinton, his wife, executed a trust 
indenture transferring certain properties to 
William Woods Plankinton, George P. Mil- 


ler and Almuth C. Vandiver jointly as trus- 


tees. The trust indenture provided that 
45 per cent of the income of the trust should 
be paid to William Woods Plankinton dur- 
ing his life. Upon his death, 20 per cent of 
this income should be paid to the benefici- 
aries as designated in the trust indenture 
and “the remaining 25 per cent to such per- 
son or persons as William Woods Plankinton 
may direct or appoint to receive the same by 
his last will and testament, etc.” The trust 
indenture also provided that if at the termi- 
nation of the trust said William Woods 
Plankinton shall be dead, then certain por- 
tions of the corpus, depending on certain 
conditions existing at the time of the termi- 
nation of the trust, should be distributed 
“to such persons as the said William Woods 
Plankinton may direct or appoint to receive 
the same by his last will and testament.” 
William Plankinton died testate in De- 
cember, 1927. His will was duly admitted to 
probate in the Court for Milwaukee County, 
Wisconsin, the plaintiff in the action, Wm. 
A. Jackson, being appointed as executor. Mr. 
Plankinton did not specifically by his will 
exercise the powers to appoint given him 
in the trust indenture. He made a large 
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number of specific bequests, and by the 
residuary clause of his will bequeathed and 
devised all the rest, residue and remainder 
of his estate to his wife and two children in 
equal shares. The estate of the deceased 
outside of the trust estate was sufficient to 
pay all the specific legacies, expense of ad- 
ministration and Federal Estate Tax. 

The principal questions presented in the 
case were, first: Was the residuary clause 
of the will an exercise of the powers to ap- 
point given in the trust indenture? and, 
second: If the residuary clause was an exer- 
cise of the powers, then should 25 per cent 
of the income be paid to the executor and 
should the corpus over which the power 
could be exercised be payable to the execu- 
tor upon the termination of the trust, or 
were the income and corpus over which the 
powers of appointment were exercised pay- 
able directly to the three residuary bene- 
ficiaries ? 

The complaint of the executor in the suit 
sought to have the court direct the trustee 
to pay 25 per cent of the income of the 
trust to him and to pay the portion of the 
corpus over which the power was exercised 
to him upon the termination of the trust. 
The judgment entered was as hereinbefore 
indicated and further provided for the dis- 
missal of the complaint. Appeal will be 
taken to the State Supreme Court. 


ate & 
GIFT TAX HELD UNCONSTITU- 
TIONAL 


HE section of the internal revenue act 
under which the Government has 

collected millions of dollars in taxes 
upon gifts made within two years before 
death was held unconstitutional on July 30, 
by Federal Judge Alfred C. Coxe, in a test 
case brought by the estate of Henry A. 
Guinzberg, who died November 16, 1928. 
Federal authorities found it of such im- 
portance that Assistant United States 
Attorney Gurfein announced it would be 
carried to the United States Supreme Court 
if necessary. 

Suits to recover inheritance tax levied on 
gifts, it is understood, are pending in nearly 
every Federal district of the United States. 

The law attacked by Judge Coxe’s finding 
is Section 302C of the internal revenue act 
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of 1926, which, he held, deprived taxpayers 
of their property without due process of law, 
and thereby violated the Fifth Amendment 
to the Constitution. 

The statute provides that gifts made by a 
person within two years of his death shall 
be considered as made with the expectation 
of death and that inheritance tax shall be 
levied against the estate of the decedent. 

The period of two years set by the law, 
Judge Coxe found, is arbitrarily fixed and 
he held that gifts are taxed under its pro- 
visions “with regard to the facts or to 
intent.” od & 


PROTEST AGAINST WARE- 
HOUSEMEN INVADING THE 
BANKER’S PROVINCE 


VIGOROUS protest against the prac- 

tice of warehousemen lending money 
on merchandise left in their custody, 

is registered by A. T. Gibson, chairman of 
the committee on banking relations of the 
American Warehouse Company. He says: 
“It has been my observation over a 
period of some fifteen years in the mer- 
chandise warehouse business that the ware- 


house man who attempts to invade the 
banker’s provinces by lending money on 
merchandise left in his custody makes no 
money on the average transaction of this 


nature and, indeed, is fortunate if he actu- 
ally gets out from under with a whole skin. 
We believe it is the province of the bank. 
If we loan money on our own warehouse re- 
ceipts and become financially interested 
thereby in the merchandise stored under 
our receipts, we cease to be a disinterested 
bailee for hire and banks handling our ware- 
house receipts would have a very definite 
right to inquire what our contingent lia- 
bility might be on rediscount of this kind. 

“Tf the large responsible users of cold 
storage space would join in with the cold 
storage warehousemen in frowning upon 
this practice, which is bad banking, as well 
as what I believe to be bad business for 
warehousemen, instead of endorsing it by 
using this service themselves, the banks 
would very readily fall into line and would 
refuse to lend a warehouseman money on 
merchandise stored in his own warehouse 
because a warehouse company which re- 
discounts his paper secured by its own ware- 
house receipts is in exactly the same posi- 
tion as any man who issues his own ware- 
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house receipts and takes them to the bank 
and expects to borrow money thereon. He 
is no longer disinterested third party bailee 
for hire.” oo¢ 


IMPROVED STATE MACHINERY 
FOR TAX APPEALS 
HE famous “Boston Tea Party” hav- 
T ing established one of the earliest tax 
precedents in American history, it is 
quite in line with historical sequence that 
Massachusetts should break new ground in 
devising improved machinery for consider- 
ing and rendering speedy decision on all 
manner of tax appeals. So far as known, the 
commonwealth of Massachusetts is the first 
state to create a Board of Tax Appeals which 
is not only authorized to receive tax appeals 
but is clothed with judicial authority to 
make its decisions final as to facts, except 
where questions of law call for appeal to 
higher courts. 

The Board of Tax Appeals of Massachu- 
setts was created by enactment last year 
and has been functioning successfully. It 
supersedes and has broader powers than the 
former Board of Tax Appeals which was 
composed of the State Treasurer, State 
Auditor and a member of the Governor’s 
Council. The new board consists of three 
members appointed by the Governor for 
normal terms of six years and they are se- 
lected for their proven ability and experi- 
ence as tax experts. The new board elimi- 
nates entirely the former involved appeal to 
the Superior Court or the County Commis- 
sioners, except that the latter continues as 
an appellate body. It is expected that the 
new board will become increasingly effi- 
cient in settling and disposing of all tax 
appeals and as such it will also be most 
helpful in facilitating fiduciary administra- 
tion where tax problems are involved. 

The first case to go to the Supreme Court 

Massachusetts on appeal from the de- 
cision of the new board, is one that calls for 
a determination of the term “net income” as 
applied to the amount of income of a bank 
which is subject to the state tax. The case 
is based on an appeal by the Tax Commis- 
sioner from the ruling of the board as to the 
amount of tax levied against the Everett 
Trust Company last year. The case is 
regarded of such importance that it may 
require final determination in the Supreme 
Court of the United States. 
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SYMPOSIUM 
ON 


BASIS OF COMPUTING FEES OR COMPENSA- 
TION FOR PERSONAL TRUST SERVICES 


REPLIES SHOW LACK OF UNIFORMITY IN RATES AND METHODS AS TO BOTH 
STATUTORY AND AGREED SCHEDULES 


(Epiror’s Note: Because of rising costs, increasing responsibilities and competitive 
influences, one of the most troublesome problems in trust administration is that which 
relates to adequate compensation and proper basis of computing charges for personal 
trust services. The subject is complicated by lack of uniformity and flexibility where 
statutory fees govern and which in quite a number of states have become antiquated. 
1 number of states are eliminated from this inquiry where legislative bills are pending 
to amend legal rates or where corporate fiduciary associations are now engaged in revis- 
ing schedules. This inquiry is directed mainly to the question of computing trust charges. 
The replies indicate varying methods as to charges on both principal and income and 
upon principal alone. They reveal that the prevailing practice in the older eastern centers 
is to charge on both principal and income. In the western states there is a growing 
tendency to base all fees on principal, following the California example. The reasonable 
conclusion is that while variations of rates in different sections may be justifiable, there 
is a distinct urge for greater simplification. Progress toward a greater degree of stand- 
ardization is promised by the work of corporate fiduciary associations and current study 
of costs and fees conducted by a committee of the Trust Company Division of the Ameri- 
can Bankers Association.) 


New York 


Merrel P. Callaway, Vice-president, 
anty Trust Company, New York: 


cipal at the inception or termination of the 
trust, or in part at inception and in part at 


Guar- termination. No fixed rule can be made for 


applying such charges on trusts at inception 
or termination, or dividing between inception 


“The most satisfactory method of compen- 
both for and trustee- 
ships would be, in my opinion, a statutory 
scale on a reasonable basis, with authority in 


sation executorships 


and termination. The reason is, that econ- 


trolling circumstances frequently exist which 


the court having jurisdiction of such matters 
as to allow special compensation in excess of 
the statutory rates for extraordinary or un- 
usual services on the part of the executor or 
trustee, Compensation solely within the dis- 
cretion of the Court has not worked out alto- 
gether satisfactorily. At the same time, fixed 
and uniform statutory rates, without any 
discretion in the Court to make an extra al- 
lowance for extraordinary or unusual serv- 
ices, sometimes deprive the executor or trus- 
tee of reasonable compensation. Therefore, 
we advocate statutory and uniform fees, with 
discretion to the Court to make an allowance 
in addition to the statutory fees for extra- 
ordinary or unusual services. 

“T am also of the opinion that commissions 
on trusts should be computed upon income 
and upon principal, those upon income to be 
computed annually, and those upon the prin- 


determine whether or not compensation may 
be taken on the principal only at the termina- 
tion of the trust.’’ 


H. F. Wilson, Vice-president Bankers Trust 

Company, New York: 

“The compensation to executors, at least in 
New York, is not based upon a separate fee 
on the principal and income but upon the 
entire amount. There are statutory fees both 
for executors and trustees. While there are 
some advantages in basing any commission 
either upon principal or income, it has al- 
Ways seemed to me that our New York pro- 
vision allowing fees on both principal and 
income is a fair arrangement not only to the 
life beneficiaries who receive the income but 
also to the remaindermen who receive the 
principal. Charging the entire fee on income 
would hardly be fair to the life beneficiaries, 
while basing the entire fee upon principal 
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would hardly be just to the remaindermen. 
Of course there is a great deal more which 
might be said on this subject but the present 
statutory fees in New York appeal to me as 
entirely reasonable for the average estate or 
trust, 

“The competition of banks and trust ¢om- 
panies should not be one of rates, which 
should be the same for all in the same loeal- 
ity, but a competition which strives to uplift 
the general level of fiduciary service and so 
benefits the competitors and the public as 
Well. I have said that on several other oc- 
casions but perhaps it will bear repetition. 

“In lieu of an acceptance fee or a closing 
fee for voluntary trusts it is our practice 
here to receive one-half of the fee on princi- 
pal upon acceptance and the other half upon 
termination of a living trust, both fees being 
based upon market value at the time the fees 
are taken.” 


~ = Livingston, 
Trust Company, 


Vice-president Marine 


Buffalo: 

“I have your letter in regard to the com- 
pensation of testamentary fiduciaries and 
trustees under agreement. Having had ex- 
perience both in New York and New Jersey, 
I feel that the New York statutes as to fees 
are very much to be desired over those of 
New Jersey, particularly with reference to 
trusts and estates having more than one fidu- 
ciary. I feel also that the rates prescribed 
by the New York statutes are, for the pres- 
ent at least, satisfactory, and are sufficient 
to show a profit to trust companies in this 
state. 

“In the case of voluntary trusts it is our 
practice to charge both an acceptance and a 
closing fee, and our fees for this class of 
business are as follows: 1% per cent of the 
principal, payable as follows— %ths of 1 per 
cent when the fund comes to our hands; %4ths 
of 1 per cent when the trust terminates; 3 
per cent of the income, with a minimum an- 
nual fee of $25.” 


Massachusetts 
H. N. Andrews, Vice-president, Old Colony 

Trust Company, Boston: 

“The matter of compensation of fiduciaries 
in Massachusetts is covered by our General 
Laws, Chapter 206, Section 16, which reads 
as follows: 

““An executor, administrator, guardian, 
conservator or trustee shall be allowed his 
reasonable expenses incurred in the execu- 


tion of his trust and shall have such com- 
pensation 
allow.’ 


for services as the court may 
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“Upon the above basis a sort of rule of 
thumb has been in operation in Massachu- 
setts for some time to the effect that an ex- 
ecutor shall receive as compensation 2% per 
cent of the personal assets, as shown in the 
probate inventory, plus 6 per cent of income 
received during administration, the real es- 
tate to be included in the computation if ad- 
ministered by the executor rather than 
going direct to the legatee or legatees; and 
the compensation of a trustee in the ordinary 
case has been fixed at 6 per cent of income 
received plus the charge of from 1 per cent 
to 242 per cent upon the distribution of the 
principal assets. 

“In the matter of guardianships or conser- 
vatorships, in which cases the duties are ex- 
ceedingly varied, compensation is based upon 
the nature of the duties involved. 

“In the case of an estate or trust having 
two or more fiduciaries, it has been the usual 
practice to divide the total fee computed as 


above among the respective fiduciaries on 
the basis of the duties performed. Where 
one fiduciary performs practically all the 


duties of administration, it is our opinion 
that such fiduciary is entitled to three- 
fourths of the total fee, and the inactive fidu- 
ciary or fiduciaries shall divide among them 
the balance of the fee. However, this latter 
theory has been somewhat modified by a re- 
cent decision of our Supreme Court which 
clings closely to the statute and states that 
the compensation shall be upon the 
value of the services rendered and not upon 
any percentage or division of such a 
percentage. 


based 
set 


“We have found that the above method of 
computing charges is quite satisfactory al- 
though we believe, on account of the more 
exacting duties now devolving upon fidueia- 
ries, that the recent New York statute pro- 
viding that where there are two or more fidu- 
ciaries each shall be entitled to the full fidu- 
ciaries’ compensation is more equitable. 

“Also we believe that our method of com- 
putation is insufficient in those cases which 
are becoming more and more in vogue of 
distributing dividends in the form of stock 
rather than in the form of cash, it being our 
practice at the present time to make no im- 


mediate charge upon such receipts. We be- 
lieve that our method of computation is 
somewhat antiquated and has not kept 


pace with the increasing duties and respon- 
sibilities devolving upon present day fiducia- 
ries. We are rather inclined to believe that 
the California procedure of basing compensa- 
tion on the value of the principal assets rath- 
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er than upon income is more equitable to all 
interested. 

“In the case of voluntary trusts, we have 
not been in the practice of charging an ac- 
ceptance fee, neither have we been in the 
practice of charging a closing fee where the 
trust is revoked before its dissolution in or- 
dinary course. We believe that such fees 
should be charged, particularly in the case 
of life insurance trusts which ordinarily in- 
volve a considerable amount of detail work 
before acceptance.” 


Pennsylvania 


Frank G. Sayre, Vice-president, the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities, Philadelphia: 

“In Pennsylvania there is no. statutory 
rate of commission for executors and trus- 
tees. It is a matter entirely in the discretion 
of the Orphans’ Court of the particular coun- 
ty, the amount allowed being on the 
of compensation. Practically it is the gen- 
eral custom to charge on a commission basis 
on principal and income, which commission 
the Court will control and prevent from ex- 
ceeding What, in their opinion, is a proper 
limit. Of course, there have been a number 
of decisions which act as a guide to the Court 
in determining the rate of commission. The 
maximum rate is 5 per cent, and generally, 
unless extraordinary services are shown, this 
will be limited to cases of less than $100,000. 


basis 


“The suggestion to charge part of the prin- 
cipal commission at the Leginning of the 
trust and the balance at the end thereof, 
under the Pennsylvania law, is not feasible 
as it has been determined that commissions 
on principal are only payable at the termina- 
tion of the trust. The income commissions, 
of course, are payable from year to year. 
Of course, this does not apply to executors’ 
commissions on principal, which are payable 
at the end of the administration year.” 


Illinois 


From the Trust Officer of a Chicago Trust 

Company: 

“We have no statutory rates in this state 
for trust services, but have a printed sched- 
ule developed and adopted by the principal 
trust companies here and very faithfully ad- 
hered to since its adoption several years ago. 
This schedule is now in process of further 
revision. Changing conditions have necessi- 
tated some revision of our rates and enlarge- 
ment of our schedule to meet the demand for 
types of that were not called for 
heretofore. 


service 
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“Answering your specific question, we do 
not have in our schedule an acceptance fee 
for voluntary trusts. Such a fee is only ap- 
plied in a voluntary trust where we are suc- 
cessor trustee and have some work and re- 
sponsibility in connection with the verifica- 
tion of the accounts and action of the former 
trustees. 

“Our present schedule provides for an ae- 
ceptance fee for testamentary trusts received 
from other executors of 1/5th of 1 per cent 
of the principal, which fee is applied to a vol- 
untary trust which we receive as successor. 
That particular fee is being reconsidered and 
Will be subject to some revision, which will 
be shown in our new schedule. 

“A closing fee is charged on both testa- 
mentary and voluntary trustee accounts de- 
pendent on the life of the trust, If cancelled 
Within one year the fee is 1 per cent of prin- 
cpial distributed—two years 9/10ths of 1 per 
cent and so on down to nine years.” 


Ohio 
Wm. A. Stark, Counsel, Fifth Third Union 

Trust Company, Cincinnati: 

“The present schedule of fees for execu- 
tors and administrators in Ohio has not been 
changed since the year 1840, They are based 
on the amount of personal estate collected 
and accounted for by the executor or ad- 
ministrator, regardless of whether same is 
principal or income, and the proceeds of real 
estate sold by an executor or administrator. 
The fee is 6 per cent of the first $1,000, 4 
per cent of the next $4,000, and 2 per cent of 
the balance. In addition, there is a section 
Statute which permits the Probate 
Court to allow an executor or administrator 
extra compensation for unusual services. The 
courts do not often allow this extra compen- 
sation, but in one or 


of our 


two cases of our own 
it has enabled us to avoid losing money in 
the handling of an estate. 

“As to trustees and guardians, there is no 
definite rate of compensation fixed by law in 
Ohio, but the Statute merely says that trus- 
tees and guardians are entitled to such rea- 
sonable compensation as the Court may al- 
low. I know nothing of the practice in other 
counties, but in our own county (Hamilton) 
the Probate Court has fixed a rule under 
which it allows trustees and guardians a run- 
ning fee of 5 per cent of the income passing 
through their hands, except in case of tene- 
ment real estate, where the fee is 10 per cent 
of the income. Under this rule no distribu- 
tion fee is allowed a guardian, while in the 
case of a trustee no distribution fee is al- 
lowed if the trustee also acted as executor 
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of the estate, If the trustee and executor 
are different individuals, then the Court al- 
lows a distribution fee, but there is no rule 
as to the percentage. 

“Our fees for acting as trustee under vol- 
untary trust agreements are based on both 
principal and income. The running fee is 
based on income and, normally, is 5 per cent 
of the income, while the distribution fee is 
based on principal, with a maximum of 2 per 
cent and a scale depending upon = circum- 
stances. While we favor an acceptance fee, 
for competitive reasons we cannot use it. 

“Our fees for acting as agent are based on 
income, with a maximum of 5 per cent, ex- 
real estate, when 


cept in case of tenement 
we insist upon a larger percentage, depending 
upon the nature and amount of the real 
estate. 

“We are firmly of the opinion that the 


running fees of a trustee or an agent should 
be based on First, because we feel 
that the beneficiaries prefer this method, 
which causes fees to rise and fall with their 
ability to pay and, second, because of the 
difficulty in making yearly valuations of 
principal, particularly where you are dealing 
with unlisted securities. As to distiibuticon 
fees, we feel that they should be based on 
principal, because it is the fairer yardsticik. 

“In the case of executors and administra- 
tors, we are of the opinion that the fees 
should be based on both principal and in- 
come, the percentage of income to be larger, 
of course, than the percentage of principal. 

“Answering your question with reference 
trusts, favor separate 
closing but, as stated 


income. 


to voluntary we do 


acceptance and 
above, competitive conditions at present for- 
bid the use of an acceptance fee. We fur- 
shculd be 


fees, 


ther fecl that both of these fees 
based upon principal.” 
Connecticut 


Carlos S. Holcomb, Trust Officer, the First 

National Bank, Hartford: 

“In Connecticut the only limitation upon 
a fiduciary’s fees is that the same shall be 
reasonable. There are no statutory rates. 
From a strictly equitable point of view, there 
can be no argument against making the fees 
“reasonable.” The practical difficulty is that 
it is well nigh impossible to get two individ- 
uals to agree as to what may be reasonable 
in any particular instance. 

“There has been considerable effort in va- 
rious localities to have groups of fiduciaries 
determine as to some practical rule to adopt 
for their guidance in arriving at what is, or 
reasonable, To that end, some 


be, 


should 
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groups of corporate fiduciaries have adopted 
a schedule of fees which they will charge, 
such charges always, of course, in Connecti- 


cut, being subject to the approval of the 
Court having jurisdiction of the _ estate 


or trust. Such a schedule of fees is under 
consideration by the local Corporate Fiducia- 
ries Association, and, for the sake of har- 
mony and legitimate competition, I hope will 
and adopted. I believe that 
between fiduciaries should be 


be approved 
competition 


based upon ability, rather than upon any 
bargaining basis. 

“As to whether separate acceptance and 
closing fees should be favored in the case 
of voluntary trusts, I should say that the 


answer depended considerably upon the in- 
dividual The possible circumstances 
surrounding voluntary trusts are so varied 


case. 


that what might be fair in one case would 
not be fair in another.” 
California 


L. H. Roseberry, Vice-president, Security- 

First National Bank, Los Angeles: 

“Our situation in California as to fees for 
services is both unsettled and unsatis- 
factory, although it is doubtless better than 
in most other states. In 1925 our statutory 
fee for executors’ remuneration was practi- 
cally doubled. The schedule now in force is 
based on principal and does not include in- 


trust 


come. It is as follows: 
7% on the first $1,000 
4% on the next 9,000 
53% on the next 10,000 
24% on the next 30,000, and 
1% on all above 50,000. 


“There was no comment or criticism on the 
the public at the time of the rate 
The change has been entirely sat- 


part of 
increase. 
isfactory and in view of the fact that Cali- 
fornia still has the most reasonable 
schedules I cannot foresee any reason requir- 
ing a reduction of rates in the near future. 

“The fact that the fee is based on princi- 
pal makes for a plan that is easily under- 
stood by all interested parties, simple in its 
application, and justly recognizes the varia- 
tion in costs of handling the smaller estates 
through the larger percentage fees applicable 
change I 


one of 


to such estates, If there is any 

believe it will be to increase the statutory 
fee from 1% to 1%% for estates above 
$50,000. 


“Charges for other fiduciary services vary 
considerably among the various banks and 
trust companies in California. In general I 
believe our fees are higher in Los Angeles 
than they are in San Francisco. The fees in 
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my own organization are equal to and in 
some cases greater than those of the other 
trust companies in Los Angeles. However, I 
believe most of us agree that the higher fee 
schedule is necessary in order to produce 
the highest quality of management. 

“At the present time, we are charging for 
the acceptance of a full management trust, 
one-tenth of one per cent of the reasonable 
value of the principal thereof, with a mini- 
mum of $50. I think this is too low. 
I would like to see it up as high 
possibly as one-half of one per cent on the 
principal, but to permit reduction in special 
cases where deemed advisable. 


stepped 


“Our fee at the termination of a trust, either 
by revocation or at the expiration of the 
fixed term, is one per cent on the reasonable 
value of the principal of the trust estate. I 
think it desirable to have acceptance and 
termination sufficiently large to dis- 
courage frequent adding and withdrawal of 
principal, which are both expensive and 
troublesome to the trustee. Larger fees 
would discourage these changes or make it 
worth our while to attention to such 
matters when necessary. 

“For a full management 
three-fifths of one per cent a year on the 
principal when it is personalty, and three- 
fourths of one per cent per year when it is 
realty. We find these fees are satisfactory, 
both to ourselves and our customers. They 
and permit us 
Our 
line 


fees 


give 


trust we charge 


reasonable profit 
type of service. 


yield us a 
to render the highest 
customers do not consider them out of 
with the service we give them. 

“There is no uniformity, however, in the 
schedules of fees applied by our local com- 
panies. Most of them adhere to the statu- 
fees for administering 
persons, but 
to the temptation to secure competitive liv- 
ing trust business by eutting their quoted 
fee schedules. Naturally this is demoraliz- 
fee quotations, 
shop for 


tory estates of de- 


ceased too many of them yield 


encourages the 
fees, leads to un- 
trust 
fee, and is apt 


ing to our 
publie to 
friendly 
against another who cuts a 
to lead to lower standards of trust 
The company with which I am associated 
carefully and strictly adheres to its quoted 
schedule of trust under all circum- 
We believe this is the only sound 
practice in the long run. There is a dis- 
tinct local need for both standardization 
and strict adherence to schedules of fees for 
living or voluntary trusts.” 


low 


criticism by one company 


service. 


fees 
stances. 


Michigan 


Charles P. Spicer, Vice-president, Detroit 


Trust Company: 

“There is now pending in the Michigan 
legislature a bill for upward revision of the 
prevailing statutory rates for executors, ad- 
ministrators, ete. The statutory rates in 
Michigan have not been changed for over 
seventy-five years and it is generally admit- 
ted that the present rates are most inade- 
quate. It seems almost axiomatic that if 
the statutory rates were reasonable when 
adopted years and years ago, they must be 
inadequate for similar service under pres- 
ent conditions. The complications of han- 
dling estates today as compared with seventy 
or seventy-five years ago have so increased 
that the administration of estates now is a 
science requiring infinitely more responsibil- 
itv, work, experience and judgment than ever ; 
heretofore and in addition to this, of course, 
the costs of doing business have multiplied 
many times. Basing our reasoning upon 
these ideas we have felt that an increase in 
the statutory rates—as adopted by New York 
State, for instance, some few years ago—is 
only equitable and fair and we are in hopes 
that the bill will be enacted and become a 
law at this session. 


“The same arguments and reasons apply to 
the fees for services under voluntary trusts 


of various kinds in the management, han- 
dling, investment and control of property 
thereunder. We have been going along for 
years on what were generally the accepted 
rates and which under present conditions 
have proved inadequate, and there are now 
negotiations among the local trust companies 
to establish a higher schedule of fees for va- 
rious Classes of trust service. This is a long 
job, however, and one which you will under- 
stand admits of many arguments and differ- 
ences of opinion on particular points, We 
are endeavoring to be as fair as possible to 
the trustor, at the same time having regard 
for the reasonable compensation necessary 
to a return representing more equitably value 
received for services rendered. 
“Theoretically, on the subject of an accep- 
tance and a closing fee, I think that it is fair 
to say that, whether or not such fees shall 
be taken or provided for, shall be based upon 
the particular instrument involved and the 
character of the service and property in- 
cluded thereunder. Simple agreements with 
a simple list of property deposited might not 
justify an acceptance fee or perhaps a closing 
fee; but on the contrary where a great 
amount of work and time is involved in the 
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preparation of the original inventory or 
schedule in which various kinds of property 
are included and investigations are necessary 
to determine the status thereof, such as con- 
dition of land contracts, mortgages, titles of 
real estate, conditions as to taxes, ete., it is 
only fair to assume that an acceptance fee 
should be charged to cover in a measure the 
direct costs involved in preparing such sched- 


ules and opening the trust upon the com- 
pany’s records likewise, as to Closing in 
such a case.” 


Wisconsin 


George B. Luhman, President First Wisconsin 
Trust Company, Milwaukee: 
“Fees in Wisconsin for acting as executor 
or administrator are fixed by 
lows: 


statute as fol- 


5% upon the first $1,000 of 
property, 
1% upon the balance. 

1% upon the proceeds of real estate 
sold under order of the court. 
$1.50 per day for time actually 
administering the estate, 


“The per diem charge was added in 


personal 


spent in 


1S7S 


at $1 per day and amended in 1911 to $1.50 
per day. 

“The fee is computed upon the gross 
amount passing through the hands of the 


executor or administrator, which means that 
the 1 per cent is figured upon the income dur- 
ing the period of the administration of the 
estate as well as upon the appraised value. 
Upon proper showing the eourt will allow 
reasonable compensation for extraordinary 
services. 

“Tn testamentary trusts the fee is not fixed 
by law but the practice has been to 
» per cent of the 
Without either an 
charge. The fee is 
assets Consist 
real estate real estate, 
requiring the collection of rents, payment of 
faxes, and repairs to the property. This ba- 
sis is unscientific and unsatisfactory, and in 
many cases is not reasonably compensatory. 
A readjustment of this basis of compensation 
has often been seriously considered, but hith- 
erto without action. In ny opinion there 
should be an aeceptance fee as well as a 
closing fee. The charge should be certainly 


charge 
income collected. 
acceptance or Closing 
the same whether the 
of stock in corporations, bonds, 
mortgage 


ZTOSS 


loans, or 


increased where the investments consist 
largely of real estate mortgages, and the 


fee should 


he substantially greater where 
considerable real estate is involved, requiring 
repairs and the other duties incident to such 
ownership. 
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“In voluntary trusts our charge is 5 per 
cent of the gross income collected regardless 
of the assets held, without either an accep- 
tance fee or closing fee, In our opinion it 
would be more satisfactory to put the charge 
upon a par value of security basis, but we 
have been unable to educate our publie to 
that theory. We would fayor an acceptance 


fee and a closing fee but do not feel that 
the time has yet arrived to install sueh a 
charge. It should be predicated upon a per 


centage of principal par value of the securi- 
ties in the trust.” 


Oklahoma 


H. L. Standeven, Executive Vice-president, 
Exchange Trust Company, Tulsa: 


“Answering your letter relative to trust 


company charges, will say in this state 
we have adopted a schedule of fees. The 


Statutory fees govern in all cases of execu- 
administrators, or guardians, These 
schedules are not as high as some states’, and 
yet they are higher than others. In the 
average estate they seem to be satisfactory, 
but in many estates involving the adminis- 
tration of a mixed lot of assets. liquidation 
of real estate, and in cases which become in 
volved in litigation, the fees are Wholly in- 
adequate. An effort will be made. at the 
proper time, to have our legislature amend 
this schedule. 

“In substance, trustees’ fees in this state 
are about as follows: An annual trustees’ 
administration fee of one-half of 1 per cent 
of the principal, payable semi-annually, and 
in addition thereto a trustees’ fee of 2 per 
cent, of which one-half, or 1 per cent, is col- 
lected at the opening of the trust, and the 
other one-half, or 1 per cent. at the final dis- 
tribution of the trust. 


tors, 


“This schedule follows in a general way the 
California principle of charging fees upon 
the principal or corpus of the trust. Our 
schedule is not quite as high as the Califor- 
nia schedule. In practice it works out very 
satisfactorily. This schedule is being adopted 
as a standard schedule by practically all of 
the courts of the state, and people generally 
are satisfied with this schedule of compensa- 
tion to the trustee for its services, This is 
not a statutory schedule, but was adopted 
by all of the trust companies of this state. 

“In practice we believe it is more satis- 
factory to charge a percentage on the corpus 
of the trust rather than on the income of the 
trust. In voluntary trusts we favor an ac- 
ceptance fee and a closing fee, and this is 
always the invariable rule in this state, ex- 
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cept in the testamentary trusts where the 
trust company acts as both executor and 
trustee. In that case there is usually no 
acceptance fee set up at the opening of the 
trust, but the 2 per cent trustees’ fee should 
be charged at the closing of the trust, or at 
each proportionate part thereof.” 


State of Washington 


W. J. Kommers, Vice-president and Trust 


Officer, The Old National Bank & Union 
Trust Company, Spokane: 


“In the new fee schedule adopted by the 
trust companies of Spokane practically all of 
the fees are based on principal. In the sev- 
eral committee meetings of trust officers 
when we were deciding upon the fees to place 
into effect, everyone expressed himself as fa- 
voring the fees based on principal rather 
than on income. 

“At the present time, executor’s and ad- 
ministrator’s fees in this state are left to the 
discretion of the Probate Court. The sched- 
ule of fees under the heading ‘Probate Serv- 
ices’ gives the amounts now usually allowed. 
This schedule is based upon recommendations 
made by the Spokane County Bar <Associa- 
tion as attorney’s fees for handling probate 
matters computed on the appraised valua- 
tions. As no recommendations for execu- 
tor’s or administrator’s fees have been made 
by the banks or trust companies, the Probate 
Court probably decided that the attorneys’ 
fee schedule might be used as a basis in ar- 
riving at the banks’ fees. 

“When we formed our trust company, 
about twenty years ago. we had on our stat- 
ute books in this state a law which specifically 
provided for fees allowable to an individual 
when acting as executor or administrator. 
This fee was likewise allowed the trust com- 
panies, but they were obviously so excessive 
that a few years later the legislature sub- 
stituted a new law, leaving the fixing of the 
fees entirely to the discretion of the court, 
No revision of fees has been made since the 
adoption of this law, and the fees allowed by 
the court vary considerably, according to 
practices established in the different cities 
and towns of this state, but they are running 
along about the same as those allowed the 
attorneys representing the fiduciary. 

“We have no acceptance fee for living or 
voluntary trusts. The closing fee is 1 per 
cent of the principal if distributed to named 
recipients and 2 per cent of the principal 
when distribution is made to contingent re- 
cipients.” 


Alabama 


A. Key Foster, Asst. Trust Officer, Birming- 


a Trust & Savings Company, Birming- 
am: 


“With regard to our practice in charging 
fees for trust services, I beg to advise that 
the executor’s fees are fixed by law in this 
state at 2% per cent of receipts and 2% per 
cent of disbursements. This has been con- 
strued by the Supreme Court of this state 
to mean the receipts of cash by the executor 
and the distribution of personal property. 
We find that this executor’s fee is very fair. 


“Our fee for acting as trustee under a will 
or an insurance trust agreement or voluntary 
trust is one-half of 1 per cent per annum of 
the reasonable market value of the property 
included in the trust. There is an alternate 
fee of 5 per cent per annum of the gross in- 
come plus 1 per cent of the principal for 
each five years of the trust or fraction there- 
of, payable at the termination of the trust, 
provided, however, that this latter fee shall 
not exceed 5 per cent of the principal. We 
much prefer the one-half of 1 per cent fee 
and use it whenever possible. 

“This matter of fees is regulated in Bir- 
mingham by an agreement between trust 
companies, which agreement we expect to 
have adopted by the Alabama Fiduciaries 
Association at some time in the near future. 


“In response to your question as to wheth- 
er or not I favor a separate acceptance and 
closing fee in voluntary trusts, my conclu- 
sion is that I do not. I feel that from a 
sales point of view it is much better to have 
one fee which is uniform and clearly under- 
stood. The client can then understand much 
more readily what he will have to pay, 
whereas acceptance and closing fees and va- 
rious fees for additional services tend to 
confuse the client and, in some instances, 
sive him the impression that this confusion 
is intentional.” 


Rhode Island 
J. Cunliffe-Bullock, Vice-president of the In- 


dustrial Trust Company of Providence: 

“We have no statute in Rhode Island set- 
ting the compensation for executors and 
trustees. The executors’ fees are under the 
jurisdiction of the probate courts, and in 
the final accounting, such fees have to be 
passed upon by them; and if not satisfactory, 
they have the authority of setting them. 
Trustees’ accounts are not very common with 
us, but when filed, are under the jurisdiction 
of the Superior Court which, of course, in 
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that case would have jurisdiction over the 
fees to be allowed. 

“Tt has become the custom, I think, for all 
the trust companies to figure their fees as 
executor on a basis of from 114 per cent to 
2% per cent of the principal, plus 5 per cent 
of the income collected during the adminis- 
tration. The usual custom is to set forth in 
the accounting a round sum as compensa- 
tion to be asked from the courts, and while 
the rates I have given you are customary, 
I think we all try to base the fee asked for 
on the basis of the work involved. I would 
think that the average would run around 
2 per cent of the principal, which in some 
cases, of course, isn’t enough. In an exam- 
ination of the records in the courts, I have 
found that the fees charged by trust com- 
panies are very much smaller than those 
charged by individuals, and also find thar 
the courts are rather inclined to allow larger 
fees to individuals than to trust companies. 

“As trustee, the usual fee is the maximum 
of 6 per cent of the income during the life 
of the trust, but I believe that most all the 
trusts are now being operated on a 5 per 
cent rate, although we have been endeavor- 
ing to increase the rate to 6 per cent in 
some cases. It isn’t customary here to 
charge a fee at the opening of a trust, but 
at the termination a closing fee is usually 
charged, running from % per cent to 1 per 
cent of the principal, depending upon the 
amount of work involved. 

“It is not customary here to charge an ac- 
ceptance fee for voluntary trusts, which I 
think is a mistake. I believe that all volun- 
tary trusts should pay an acceptance fee as 
well as a closing fee.” 


Minnesota 
William J. Stevenson, 


Trust Officer of 
Trust Company: 


Vice-president and 
the First Minneapolis 


“In Minnesota we have no statutory sched- 
ule for either executors or trustees. Our 
statute provides that an executor shall be 
paid reasonable compensation to be deter- 
mined by the Probate Court. What is a 
reasonable rate has usually been determined 
by the courts by their accepting the stand- 
ard schedule that has been evolved by the 
Trust Officers Association of Minnesota. This 
schedule is not followed literally but is 
merely used as the basis for calculating 
either upward or downward. It is fairly 
satisfactory although some of the companies 
have recently been urging the increasing of 
the fee. The rate is applied to both real and 
personal property. 
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“For the last seven or eight years we have 
been computing our fees as trustee on the 
basis of the principal rather than the in- 
come. We find it much more satisfactory. It 
gives the trustee compensation for handling 
defaulted items and it is more readily rec- 
ognized by the customers as being compen- 
sation for service rendered in preserving the 
principal as well as collecting the income. 
When we quote the rate on the principal it 
is not misunderstood. If we quote a rate on 
the income the first impression usually is 
that the compensation is much too large. We 
enclose a copy of the schedule that has been 
in force since we made the change. 

“We are not in favor of charging an ac- 
ceptance fee although there is no doubt 
about our earning it in most cases. We do 
favor a closing fee and although we do not 
always charge one we like to have it pos- 
sible to make such a charge. It should not 
really be called a closing fee because it is 
a fee that is paid out of the principal and it 
is really part of our compensation paid by 
the principal beneficiary for our having con- 
served the principal until distribution time. 
Our schedule mentions a distribution fee of 
2 per cent.” 


Louisiana 


Louis V. De Gruy, Trust Officer, Hibernia 
Bank & Trust Company, New Orleans: 


“In New Orleans the minimum fees for 
the usual trust services are prescribed in 
Rule 25 of the rules and regulations of the 
New Orleans Clearing House Association, 
which were revised as of February 25, 1931. 
While they are in some respects incomplete 
and while we fully realize that they are 
very far from perfect, nevertheless we feel 
that they are just about right for this com- 
munity at this time. 

“These Clearing House rules represent the 
combined judgment of the trust officers of the 
local institutions as to what the fees should 
be. The rules cover practically the whole 
field of our local trust service, the only con- 
spicuous exception being that no fees are 
prescribed for services as escrow agent, We 
have never been able to arrive at a uniform 
basis of compensation for the services of 
escrow agent and inasmuch as this class of 
work does not come to us to any great ex- 
tent the local banks have not found it neces- 
sary seriously to attempt to fix a scale of 
fees for this service. 

“In Louisiana there is a sharp division, 
as to the basis of compensation, between ex- 
ecutorships and trusteeships. The basis on 
which the executor receives his compensation 
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is the amount of the gross estate. The fee is 
a flat 2% per cent of the gross estate. 

“The compensation of the trustee, however, 
is based on income and while the local prac- 
tice does not prohibit a trustee’s charging on 
the principal, as a matter of fact we know 
of very few instances where any fee other 
than the regular percentage of income is 
charged. 

“IT am inclined to approve the theory 
that the executor’s commission should be 
based solely on the gross value of the estate 
and that the trustee’s fee in the absence of 
special considerations should be based en- 
tirely on income. 

“The only statutory fees under which we 
operate are those fixed for executorships Re- 
vised Civil Code of 1870, Arts. 1683, 1684, 
1685) ; and the trustee’s fee (Act 107 of 1920, 
See. 4). 

“In the case of voluntary trusts I am 
not inclined to favor either acceptance or 
closing fees in the absence of special consid- 
erations indicating an unusual amount of 
work at the beginning and end of the trust.” 


District of Columbia 


William H. Baden, Vice-president and Trust 
Officer, the Washington Loan and Trust 
Company, Washington, D. C.: 


“Responding to your inquiries, we desire to 
state that the Code of Law for the District 
of Columbia prescribes a fee of not less than 
1 per cent nor more than 10 per cent for 
the services of an executor or administrator, 
estimated upon the appraised value of the 
personal property of the estate and the in- 
come accruing thereon during the adminis- 
tration period. The actual fee within these 
limitations is determined upon the approval 
of the Court. In arriving at this conclusion 
the amount of the assets involved, the char- 
acter of the assets, the extent of the respon- 
sibility of the executor, are of course con- 
sidered. Speaking generally, we think among 
the trust companies that the fee is about 5 
per cent for estates involving only moderate 
amounts and that this rate diminishes as the 
amount of the assets of the estate increases. 
The statutory fees have been in force for 
many years and because of the latitude from 
the lowest to the highest amount of the fees 
permitted, there have been no recent changes, 
nor so far as we are aware are any contem- 
plated. 

“The practice of this company and we 
think this practice is somewhat general with- 
in this District, is. in charging for its serv- 
ices. to charge a fee as executor and a fur- 
ther fee as testamentary trustee. The fee for 
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the services as executor are as stated, esti- 
mated upon the appraised value of the per- 
sonal property and the income thereon dur- 
ing the administration period. Real estate 
is not subject to the fee unless it be sold for 
the discharge of debts or claims or bequests, 
chargeable upon real estate. As trustee, a 
fee is charged upon the gross income deduc- 
tible as as the income is collected and a fur- 
ther fee upon the corpus of the trust fund 
deductible at the time of the distribution of 
the corpus, 

“We favor this plan in the case of execu- 
tors because the value of the estate and the 
part of the estate subject to the fee is deter- 
mined by the Court, the appraisement of the 
personal property. There is therefore little 
or no cause for dispute about the assets to 
be made subject to the fee. The amount of 
the fee is of course, except within the limita- 
tions mentioned in the statute, a matter of 
diseretion; however, before an account may 
be passed and approved by the Court, notice 
is required of the fee charged by the execu- 
tor and sufficient time given to enable objec- 
tions to be made to the Court. This assures 
those interested in the estate of definite 
knowledge as to the assets subject to the fee 
and an opportunity to oppose excessive fees ; 
the Court being the final arbiter of the 
amount of the fee. 

“The executor is likewise protected by hav- 
ing an opportunity to present his view to the 
Court by disclosing the services rendered, 
exceptional if any, and the responsibility as- 
sumed, exceptional, if any. The twofold ad- 
vantage in the administration of the testa- 
mentary trustee we think is theoretically and 
practically sound. The fee charged on the 
income is on a definite sum to the extent that 
it is chargeable on income actually received. 
It is charged on income actually yielded by 
the estate; the amount upon which the fee 
is based is therefore definite. The fee upon 
the assets of the estate at the time of dis- 
tribution is likewise a definite basis for it is 
the value of the estate at the time of the 
distribution of it. This value is as nearly 
definite as it is practicable, market values in 
ease of all listed securities, ascertainable 
values in case of others and in case of real 
estate. The amount of the fee for collection 
of income on the trust estate and on the cor- 
pus at the time of the distribution of the es- 
tate is subject to the agreement between the 
trustee and the testator. 

“For the reasons stated we feel that the 
method set forth has advantage over esti- 
mating fees on principal only as a current 
charge to the estate for the reason that prin- 
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ciple may often have a substantial market 
or other ascertainable value and withal not 
yield income on all the assets or a substan- 
tial part of them, and to this extent the 
beneficiaries to the income may be subject to 
an excessive fee for the income actually re- 
ceived from the estate. 

“The allowance of a so-called “round sum” 
is likely to be unsatisfactory as a basis for 
the fee to either the beneficiaries or the trus- 
tee and perhaps both because the fee basis 
itself is uncertain and subject to varying 
opinions. 

“We are quite firm in our opinion that a 
uniform fee, certainly in communities, is de- 
sirable and of the utmost practical value in 
the administration of estates. One of the 
most harmful experiences is variances of fees 
among corporate trustees operating in the 
same community, The reasons are so obvious 
that we assume it is unnecessary to re- 
cite them. Naturally, it would be more sat- 
isfactory to have uniform than varying fees 
nationally as well. But we were quite un- 
certain that it is feasible to accomplish such 
a purpose except progressively because of 
such different local conditions in the sections 
of the country which are sufficiently unlike 
as to make uniformity of charges quite dif- 
ficult. The abundance and the scarcity of 
investments in the different sections of the 
country: the number of estates for adminis- 
tration and the amounts and character of 
assets involved; the density and sparseness 
of populations of the sections of the country 
and the character of their occupations, are 
some of the complications which are likely 
to require much time to adjust before uni- 
formity of fees nationally can become ef- 
fective.” 


Kentucky 


W. S. Kammerer, 
Bank & Trust Company, Louisville, Ky.: 


Vice-president, Liberty 


“Our Kentucky statutes provide the maxi- 
mum rate for executors and administrators 
and cases construing the particular section 
give a great deal of necessary explanation 
relative to charges on larger estates, amount 
and character of work involved, ete. A por- 
tion of the statutes also provides for an extra 
allowance in excess of the statutory maxi- 
mum. Our State Tax Commission has been 
very diligent in limiting the fiduciary’s 
charge on larger estates and consequently 
maintaining a minimum on this account for 
purposes of deduction under our state inher- 
itance tax law. 

“We do not have schedules either under 
our law or by agreement of local fiduciaries. 
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“Our trustee’s commission is based upon 
income where the trust comes under a will 
and is usually limited to an annual charge of 
5 per cent of gross income. Fees with refer- 
ence to voluntary trusts are fixed by agree- 
ment and sometimes include both principal 
and income charge and either acceptance or 
closing fee, or both. 

“Compensation that may be allowed.—The 
alowance to executors, administrators and 
curators shall not exceed 5 per cent on all 
the amounts received and distributed; pro- 
vided, that upon proof heard in open court, 
upon proper notice to the parties in interest, 
the court may make an allowance when the 
executor, administrator or curator has, in 
the proper discharge of his duties in attend- 
ing to administering and settling the estate 
in his hands, been required to perform ex- 
traordinary services: but such allowance 
shall not exceed in amount a fair compensa- 
tion for the time occupied, and expenses in- 
curred in protecting, attending to, collecting 
and settling such estate, and 5 per cent on 
all amounts received and distributed. (Ky. 
Stats. See. 3883). 

“Compensation; allowance for disburse- 
ments.—The guardian, besides all necessary 
disbursements and repairs, shall be allowed 
by the court a reasonable compensation for 
his services. (Ky. Stats. Sec. 2036).” 


Texas 


A. B. Culbertson, Trust Officer, The First 
National Bank, Fort Worth, Texas: 


“We have no statutes fixing the fees of 
trustees. There is a statute fixing the fees 
for executors, administrators snd guardians. 
Executors and administrators shall be en- 
titled to receive and may retain in their 
hands 5 per cent of all sums that they may 
actually receive in cash and the same per 
cent on all sums they may pay away in cash 
in the course of their administration. Com- 
mission is not allowed on cash on hand at 
the time of the death of the testator nor for 
money paid out to heirs or legatees. It will 
be observed that the compensation is based 
on cash and on no other kind of property. 
If property is sold and cash obtainec, a com- 
mission is allowed. The more involved an 
estate is the more compensation wiil be al- 
lowed to the executor. The fees for a guard- 
ian are based on income. He is allowed 5 
per cent of the gross income and 5 per cent 
of all sums expended for the ward. 

“The Trust Division of Texas Bankers ASs- 
sociation adopted a schedule of fees for in- 
dividual trustee as follows: 


(Continued on page 228) 





CAPITAL AND “MACHINE AGE” EVOLVING A NEW 
ECONOMIC SYSTEM 


COMBATING REVOLUTIONARY THEORIES WITH FACT-FINDING 


DR. TULLY C. KNOLES 
President, College of the Pacific, Stockton, Cal. 


(Epiror’s Note: Because of the dumping of low cost Russian exports in markets 
where they come into competition with American products, the contemplation of Sovietism 
and the “Five-Year Plan” conducted from Moscow, has become somewhat more than a 
wild-eyed experiment which has a more or less remote relation to our own political and 


economic systems. 


Dr. Knoles reaffirms his faith in the age-old processes of capitalism 


which has been more enduring and has contributed more to the advance of humanity 
than any other formula and especially of theoretical design.) 


IIERE is a tremendous discussion today 
concerning capital and _ capitalism. 
There are all sorts of panaceas offered 
for the elimination of capitalism. I like to 
use words, as words have been evolved 
throughout the centuries. Capital, so far, 
is inherent in human history. If you listen 
to an ordinary reformer, he gives you the 
impression that he believes, which he prov- 
ably does, that we are living in the age of 
capitalism; that the capitalism is 
not very old; that it is a phase in the de- 
velopment of economic life. On the contrary, 
capitalism is as old as recorded human his- 
tory, and when you speak of the term cap- 
italism, you will speak the corollaries of 
the term in interest, in rent, in profit and 
in wages. And those who know their clas- 
sics, know as far back as we go in human 
history we have the use of those terms, and 
wherever we have the use of those terms, we 
will have the facts which they represent. 
Then let me add this other statement, 
that in the earliest researches which we are 
privileged to meet in history, we find coins, 
and our oldest science is the science of 
numismatices, the search for and the dis- 
covery of the old coins. Capitalism, I d9 
not need to remind those who are engaged in 
the business of the use of capital, is as old 
as the world. Those who talk about this 
being the age of capitalism are very, very 
much mistaken. This is the machine age, 
there is no question about that. This is 
the age of the amassing of capital. We per- 
haps use capital in more ways than it has 
ever been used before. But so far in human 
history it has been an integral part of the 
development of mankind’s relationships, 
and the more complex those relationships 
become, the more intimate and more diffi- 
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cult of solution become the problems of cap- 
italism. 


Marxism and Communism 

Karl Marx was a German Jew. He was a 
student of Hegel. He found it necessary 
to leave Germany on various occasions be- 
cause of difficulty with the government on 
account of his radical views. He lived in 
France; he also lived in England. He devel- 
oped the idea that the age of capitalism, 
which was coexistent in his mind with the 
age of industry, with the age of machin- 
ery, Was a passing phase of human experi- 
ence, and that at its passing there would 
be a new era of society known as Commun- 
ism, known as the era of the proletariat, 
when the control of society would be in 
the hands, not of the wealthy, not of those 
best qualified to govern, not in the hands of 
the mass of the people at first, but in the 
hands of the hand-workers, the proletariat, 
the down-trodden. 

In 1848, in conjunction with his son- 
in-law, Frederick Engels, he emitted the 
twenty-one points of Communism. There 
have been three groups organized to pro- 
mulgate Communism: the First Interna- 
tional, the Second International, and the 
present, or Third International, whose head- 
quarters are in Moscow. 


Facts vs. Theory 

The whole of the Marxian plan is a theory 
and the whole method of its adoption is 
by formulae and the object is world-wide 
revolution, overthrowing capitalism, destroy- 
ing the use of capital, substituting for the 
classes in society one class which shall be 
the class at the base, the overthrow of the 
pyramid of organized society and the devel- 
opment of society along a horizontal line. 
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Unfortunately, as I see it, a great many 
men and women in the world, when they 
get into economic difficulty, begin to turn 
in the direction of theory rather than in 
the direction of accumulation of facts and 
of reasoning from those facts. Formulae 
are always more satisfactory to us than 
facts, because you can always prophesy on 
formulae; you can seldom prophesy on a 
group of facts. For, although you may have 
the facts which you ought to have and al- 
though you may be able to prophesy with 
a certain degree of assurance from the facts 
which you have, you do not know what the 
facts of tomorrow will produce and you do 
not know the changes which may come upon 
society. 

I want to use one or two illustrations to 
prove what I mean. The Englishman is in 
his present distress not because of the war; 
the Englishman is in his present distress 
because of changed economic conditions in 
the rest of the world. Some of these changed 
economic conditions are due to the introduc- 
tion into society of new natural factors, 


some of them are due to the development in 
other sections of the world of the same in- 
genuity and the same skill which gave the 
Englishman his power in the economic world. 


As a sample of the first, coal is no longer 
king. The world is substituting oil and 
electricity as rapidly as it can for the use 
of coal. That undermined one of Britain’s 
basic industries. The other changed con- 
dition, the psychological phase, may be illus- 
trated by the fact that all over the world 
men have developed the inventive genius, 
in some cases surpassing the inventive genius 
of the Briton, and machines are now made 
not only in England but in America and in 
every other forward-looking country in the 
world. 

So while the western world is wonder- 
ing what it is going to do to curtail machine 
production and keep it within limits, Russia 
has suddenly gone machine mad and the 
whole of that vast organized society is think- 
ing now in terms of machine production and 
is thoroughly machine-minded. And we are 
face to face with the fact that the psycho- 
logical principles which operated in England 
for a long time are capable of application 
in the rest of the world. 


Nationalism 
The next phase of this question that I 
want to discuss, is the national phase. Alto- 
gether too much in the past the nations of 
the world have theorized concerning their 
national unity. That has been a necessity of 
self-preservation. That has been a necessity 
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of the development of prosperity. We some- 
times have that in the field of our family 
relations and we certainly have in the field 
of our community relations, so we should not 
be too critical of those who have had it in 
the national relation. We have felt our first 
and primary objective was to take care of 
our own and then to take care of our own 
community; then to take care of our own 
state and then take care of our own national 
life. We have done that in America to a very, 
very marked degree, and there is no doubt 
but what that is very largely responsible 
for the tremendous success and the tremen- 
dous prosperity of America. 

3ut let us remember that a long time ago 
a nation away over in the Orient prospered 
beyond all other nations, not only materially 
but psychologically and esthetically, and it 
became so much superior to the rest of the 
people that it knew, that it decided to keep 
out all other influences and to keep in all 
of its productivity. It did that by means of 
a material wall, and that nation was China. 
And that very fact and that very line of 
reasoning and that line of activity made 
China, while the rest of the world progressed, 
the most backward nation on earth. 

I am not suggesting that by psychological 
and political means we might perhaps do 
the same thing in America which the Chinese 
did through physical means; I am only point- 
ing out its possibility. It is quite possible. 


The New Economics 

One of the principles of the new economics 
is this: that there can be no public, national 
or international line of economic activity 
which will not operate in individual and in 
domestic relationships. Reverse that if you 
want to. Every line of domestic economy, 
if it be real, is capable of expansion to the 
community, to the nation, and to the world. 
And it is trite to say that we have reached 
the place now, where, through applied science, 
we are annihilating where we are 
bringing the whole world to the market 
place, and where our market must be deter- 
mined not by local conditions but by condi- 
tions which obtain throughout the entire 
world. 

I have only to recall this interesting little 
thought, that I do not believe that I ever 
in my boyhood heard a commencement ad- 
dress or a Fourth of July oration or a Memo- 
rial Day address or a Chautauqua lecture 
that did not have in it somewhere, “He who 
makes two blades of grass grow where one 
grew before is a public benefactor.” And 
I have lived to hear the President of the 
United States broadeast to the farmers of 


space, 
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America not to grow more wheat. I have 
lived to read the reports of a world confer- 
ence on the surplus of wheat. I have lived 
to hear a Russian advising the rest of 
the world what to do in the field of produc- 
tivity. And not to make an anti-climax, I 
have lived to listen to a report in Southern 
California advising men to buy established 
vineyards and orchards rather than to plant 
new ones. That is an indication of a very 
real movement in the field of economics. 


America Must Take Notice of Soviet Menace 


The last idea to which I want to make 
allusion is this: we must build in the future 
an economic system based 100 per cent upon 
research and upon established facts, and we 
must eliminate from the realm of the new 
economics all theories and all formulas. I 
am not naturally and I am not essentially 
opposed to these things, but in the realm 
of economic life I have been driven to the 
necessity of this conclusion. We are face 
to face today with the titantic struggle, the 
struggle between militant capitalism and mil- 
itant communism. It will not do for us in 
the security of our American life and of our 
American prosperity to ignore the develop- 
ment of that vast communistic enterprise 
over in Russia. We may have for it an ill- 
concealed contempt. We may think of it in 
terms of a foolish experiment by a group 
of wild-eyed radicals. But the moment the 
productivity of that organization begins to 
reach the outer rim of the expanding pro- 
ductivity of any field of our productivity, 
then perforce we must take notice. 

Ignorance has never helped anybody in 
either cooperation or competition. Instead 
of ignoring that vast system, every student. 
every business man and certainly every cap- 
italist ought to know the whole force of the 
program, of the ideal and of the method, as 
well as the extent of the achievement. 

I do not think that a struggle between 
militant capitalism and militant communism 
will ever be successful in solving the prob- 
lems of the world, but my observations on 
Russian soil lead me to say that Russia is 
just as capitalistic as is the United States 
of America. While the Bolshevik Retreat or 
economic policy of 1922 may explain a great 
many things to the Russian, the thing that 
it explains to me is that human life cannot 
be organized except on the basis of the use of 
capital. 

Our problem in the new economics is to 
anticipate the problems which arise from a 
factual basis and through anticipation, re- 
move those problems so that militant capi- 
talism may never come in conflict with mil- 
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itant communism. I am convinced that the 
average rise of intelligence throughout the 
world is such that the world of the future 
will judge systems of thought and systems 
of finance and systems of economics not by 
prejudice but by advantages or disadvan- 
tages and from a factual basis. In the new 
economics I believe that we are rapidly ap- 
proaching a time when the interests of all 
shall be conserved and shall be desired. 


2 \7 ‘7 
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INVESTMENT PLAN OF UNITED LUTHER. 
AN CHURCH PROVIDES FOR FIDUCIARY 
PROTECTION 

William H. Stackel, vice-president and 
trust officer of the Security Trust Company 
of Rochester, N. Y., is chairman of an In- 
vestment Commission recently authorized by 
the United Lutheran Church of America to 
devise a common agency which shall manage 
and invest all trust and endowment funds 
belonging to the church and various boards. 
The plan as submitted by the Investment 
Commission, headed by Mr. Stackel, contains 
a recommendation as essential to the plan 
for committing endowments and trust funds 
into the keeping of responsible trust 
panies and 


com- 
banks, 

Under this plan a standing commission has 
been created known as the Investment Com- 
mission of the United Lutheran Church in 
America. The commission is composed of 
five men under the chairmanship of Mr. 
Stackel, together with the president and 
treasurer of the church as ex-officio members, 
with provision for representation from each 
board or agency holding endowment and 
trust funds in excess of $25,000. All unre- 
stricted endowments and trust funds are to 
be merged into one common fund in which 
each endowment and trust shall have pro- 
portionate interest and income be made ayail- 
able as received. Full and comprehensive 
reports are to be made semi-annually to each 
endowed board or agency and at each bi- 
ennial convention of the church, with books 
open for examination at all reasonable times. 
The plan is approved as enlisting men of 
training and experience in handling invest- 
ment problems, collective judgment and 
availability of income without delay. In 
ease of loss on any investment the loss is to 
be charged against income, and _ eapital 
funds are unimpaired. 


Andrew T. Sullivan has retired as vice- 
president of the Brooklyn Trust Company. 
but will continue as a trustee of the Kings 
County Savings Bank. 
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RECENT LEGISLATIVE TENDENCIES, AND COURT DECISIONS 
RELATING TO INVESTMENT OF TRUST FUNDS 


PROBLEMS ARISING FROM THE EXERCISE OF DISCRETIONARY POWER 


SAMUEL FREIFIELD 
Member of the Bar, Steubenville, Ohio 


(EpitTor’s NOTE: 


The following article gives emphasis to the 


prime need of securing 


a greater degree of uniformity and reconciliation of requirements in the substantive laws 
governing investment of trust funds, especially in view of varying treatment of the sub- 


ject by state legislatures 


and the judiciary. 


Mr. Freifield discusses some of the impor- 


tant problems of trust investments now engaging the attention of corporate fiduciaries 


and showing the necessity for objective study and analysis. 
tion of an article which appeared in the January, 1931 
Mr. Freifield is associated in the practice of law with Ralph B. Cohen, 


nati Law Review. 
in Steubenville, O.) 


HE matter of investing trust funds 

commands increasing attention from 

courts of law and law making bodies. 
That the state legislatures have been awake 
to the significance of the problem is clearly 
indicated by a study of the more recent leg- 
islation in this field. 

It should be said at the outset, however, 
that the common law rule and the statutory 
sauges, determining what is proper for the 
investment of trust funds, are applicable pri- 
marily to situations where the creator of the 
trust has not instructed the trustee as to the 
types of investments to be made, but either 
has indicated generally that the _ trustee 
should use his own discretion, having due 
regard for the purposes of the trust, or has 
been altogether silent on the subject. This 
aspect of the problem deserves emphasis, 
because where broad discretionary privileges 
are conferred, or where the settlor has ex- 
pressly indicated how the trust fund is to 
be invested, and under what circumstances, 
the trustee’s treatment of the fund is con- 
siderably simplified. 

There have been many expressions as to 
the standard to be maintained in this field, 
and the following excerpt from Bogert epi- 
tomizes most of them: 

“In making investments the trustee is 
bound to use the highest degree of good faith 
and the discretion of a reasonably prudent 
man. He should seek to obtain the highest 
income return which is consistent with the 
safety of the principal.” 

It is submitted that a norm like this— 
and the language is that of many of the 
adjudicated cases—when applied to particu- 


The following is a condensa- 
31, issue of the University of Cincin- 


lar fact settings, presents various difficul- 
ties. It is apparent that such a gauge is 
capable of bearing either a strict or liberal 
construction, depending upon the precedents 
applicable in any jurisdiction. And in some 
instances, different constructions might be 
placed on a norm couched in general terms, 
even in the same jurisdiction. 


Rule in England 
The early “English rule’ was specific on 


this question: only public securities were 
regarded as proper. This operative principle 
obtained for some time in England. 

However, by virtue of a series of statutory 
enactments, new categories were included, 
and the field was extensively widened to per- 
mit trustees to make investments which 
formerly would not have been sanctioned. 
These embraced, among other things, and 
with certain qualifying conditions attached, 
first mortgages in land, securities of various 
railways, canals, and public service corpora- 
tions generally, and Bank of England stocks. 
The latest statutory expression on the sub- 
ject is the Trustee Act of 1925. This act 
makes an even broader classification than 
heretofore. 


Pre-Modern Norms in the United States 

The repercussions of the early English 
rule were felt in this country. Loring, in 
1907, lists some four states as following it, 
although undoubtedly, many others were 
influenced by it. In a few states, there are 
to this day constitutional prohibitions as to 
investments by trustees in the stocks and 
bonds of private corporations. But other 
standards were also developed and applied 
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in this country. Massachusetts early took 
a liberal attitude on this subject. Although 
the standard was couched in general lan- 
guage, it was so interpreted that, in many 
instances, investments in the securities of 
private corporations were considered proper. 

New York took a stand which, in effect, 
operated to qualify the “Massachusetts rule.” 
The so-called “New York rule” was laid down 
in King vs. Talbot (1869), the language be- 
ing, on the whole, quite similar to that of 
the Massachusetts courts. But the New 
York court, in its exposition of the rule, 
went on to say that an investment in “bank, 
or insurance, or railroad stock’ would be 
regarded with disfavor. 

The scope of respective operative princi- 
ples such as these, has, of course, been modi- 
fied, and in many instances supplanted by 
statutory enactments. In view of the legis- 
lation on the subject generally, it becomes 
meet to consider the situation from this 


standpoint, in order to treat of the problem 
in its present-day implications. 


Legislation in the United States 

Lack of space compels the giving of a 
rather sketchy survey of the legislation on 
this subject. In many jurisdictions, fiduci- 
aries (used here to include executors, ad- 
ministrators, trustees, and guardians) are 
treated as a class; that is, any fiduciary is 
permitted to make investments as indicated 
by the respective statutes. In virtually every 
jurisdiction, there is some legislation deal- 
ing with guardians, either as members of the 
class (fiduciaries), or separately. In many 
instances, trustees are given special treat- 
ment, and this is also true of executors and 
administrators. 

New York, New Jersey, Delaware, Con- 
necticut, and Massachusetts (the last named 
state, by implication) may be mentioned as 
a few states where the statutory classifica- 
tion is fairly liberal and extensive. On the 
other hand, in some states, an investment in 
specified public securities only will be 
deemed to come within the purview of re- 
spective pertinent statutes. It is character- 
istic of much legislation dealing with this 
subject generally, that various restrictions 
and qualifications are attached. These usu- 
ally relate to such matters as experience 
with respect to defaults in payment of in- 
terest during specified periods; ratio of in- 
debtedness to value of taxing property (re- 
specting public obligations); population re- 
quirements (relative to obligations of po 
litical subdivisions) ; guarantees of payment 
of principal; ratio of earnings over fixed 
charges (in the case of incorporated com- 
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panies); dividend payments and require- 
ments, ete. 

In a number of states there has been re- 
cent legislation on the subject. The tendency 
has been to broaden the statutory classifica- 
tions. In some of the jurisdictions are to 
be found provisions which are undoubtedly 
intended to meet peculiar local conditions 
Thus, in Colorado and Nevada, irrigation 
bonds are “legals.’”’ In Mississippi and Ten- 
nesee, levee bonds are included as permissible 
investments. Drainage bonds are “legals” in 
North Carolina. Provisions of similar im- 
port (from the standpoint of meeting local 
problems) are to be found in other states. 

No distinctions are made, in a number of 
the states, regarding investments considered 
proper for individual trustees, and for trust 
companies. In many jurisdictions, however, 
there is legislation dealing directly with the 
investments of trust companies, considered 
separately. It may be said that the ten- 
dency is to give such companies a_ wider 
latitude than is given individual trustees. 
with respect to investments. 

It is interesting to observe what considera- 
tions have obtained as to other types of in 
vestments, especially with regard to their 
propriety from the trustee’s standpoint. 


Second Mortgages 

Generally speaking, loans on second mort- 
gages are deemed undesirable. At times. 
however, courts in this country have inti- 
mated that under some circumstances, such 
an investment might be proper. The obvious 
reason which suggests itself why such an 
investment should generally be regarded as 
not feasible, is that the trustee may have to 
speculate with respect to the legal title to 
the property. Foreclosure proceedings might 
eall for a further investment to save the 
beneficiary's interest, and the trustee may be 
in no condition to make a further outlay. 
Again, there is the question of the marketa- 
bility of such a security. 


Leasehold, Participating and Equitable 
Mortgages 

Loans upon leasehold interests are not 
tolerated by the courts; the trustee, in mak- 
ing such a loan, generally acts at his peril. 
An investment of trust moneys in participat- 
ing or contributory mortgages is deemed not 
permissible, in England. The same is true of 
equitable mortgages. In some jurisdictions 
in this country, however, there are statutory 
enactments permitting an investment of trust 
funds in participating mortgages, under cer- 
tain qualifying conditions. (California and 
New Jersey may serve as examples). 

sut as a general rule, such investments 
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should be avoided by the trustee, unless ex- 
pressly authorized by statute, or by the 
terms of the trust instrument, for reasons 
which suggest themselves. 


Personal Security 

The keynote, as to this type of investment. 
was struck by Sir Lloyd (afterward Lord) 
Kenyon, in a leading English case, Holmes 
us. Dring, where he said: 

“It was never heard of that a trustee could 
lend ... on private security. This is a rule 
that should be rung in the ears of every 
person who acts in the character of trustee, 
for such an act may very probably be done 
with the best and honestest intention, yet no 
rule in a Court of Equity is so well estab- 
lished as this.” 

In some states (Illinois and Missouri, for 
example), by virtue of legislative enact- 
ments, private security in a limited amount 
may be taken without impropriety. Still, it 
is obvious that, in the usual fact setting, it 
is best for the fiduciary not to place himself 
in a position where he would be called upon 
to justify such an investment. The situa- 
tion with respect to “‘type’ investments and 
permissible investment categories having 
been touched upon, we may ask whether the 
holder of trust funds will incur liability in 
other connections. 


Investments Outside the Jurisdiction 

In Ormiston vs. Olcott (New York), a 
leading case on this subject, investments out- 
side the state were disapproved, on the 
theory that they were beyond the control of 
the court. Circumstances may arise, how- 
ever, where even under the pressure of a 
strict rule, such an investment may be justi- 
fied. This was recognized in the Ormiston 
case, where the court said that “the rule 
should not be made arbitrary and inflexible, 
and rigid as to admit of no possible excep- 
tions.” 


Where there is a statuatory standard, the 
investor, with trust moneys at his disposal, 
has a definite basis upon which to predicate 
his activities in this regard. For example, 
statutes will be found which permit fiduci- 
aries to loan on first mortgage on real es- 
tate outside the jurisdiction. In many states, 
the obligations of foreign states, and, in a 
few instances, of foreign countries, are in- 
cluded in the permissible categories for the 
investment of trust funds. In some cases, 
the securities of foreign corporations, 
and especially, of public service enterprises, 
are expressly made “legals” under various 
restrictive and qualifying conditions. 


too, 


Retention of Securities Held by the Settlor 

The force of a guide of conduct has been 
given to the proposition that the power to 
retain an investment rests upon the same 
footing as the power to invest originally. 
Under such a rule, it becomes requisite for 
the trustee to avail himself of whatever 
standards obtain in his own jurisdiction with 
respect to investments. If the security is 
not authorized—is not a “legal’’—the trustee 
should dispose of it within a reasonable time. 

The circumstances of the particular case 
will be determinative, as regards what is to 
be considered a reasonable time to dispose 
of the securities left by the settlor. It is 
apparent, too, that the court will inquire in 
what capacity the fiduciary is acting; thus. 
for example, if an executor or administrator, 
in any particular fact configuration, is func- 
tioning in a trust capacity, the time which 
he is allowed to wind up the estate may well 
be a pertinent factor to take into considera- 
tion. 

Where the trust instrument directs or 
authorizes the retention of securities, there 
can generally be no question as to the trus- 
tee’s right to retain, even though the par- 
ticular securities may not be authorized for 
investment of trust funds in the jurisdie- 
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tion where the question arises. Discretionary 
privileges to invest in other than “legals” 
may be given the trustee; and in such case, 
this will be construed to permit him to re- 
tain seasoned investments, represented by 
securities left by the creator of the trust. 

The permission to retain unauthorized se- 
curities may be conferred by statute. (Perti- 
nent enactments will be found in Connecti- 
cut and in New Jersey, for example). It may 
be said, however, that a mere blind compli- 
ance with the letter of the statute, without 
regard to consequences which a reasonably 
prudent man would avoid, will make for lia- 
bility in case of loss. On this matter, the 
New Jersey statute is explicit. 


Power of Sale 

There is authority to the effect that where 
the instrument is silent as to the disposal of 
securities which come into the _ trustees’ 
hands, he must not sell such securities, un- 
less he receives permission from competent 
authority—the court. Where the trustee is 
instructed to retain the securities, then, of 
course, he has no alternative, generally 
speaking; but where the securities are “non- 
legals”, a duty is cast upon him to sell. 

Statutes will be found which treat of the 
subject directly, usually, however, with refer- 
ence to the activities of guardians. Such 


statutes may deal with realty only, or with 


realty and personalty. It is quite character- 
istic of these enactments that the court 
must approve the sale. In many instances 
the court may order the sale on its own 
initiative, apparently, and may also order 
the investment, once it has approved the 
sale. In some instances, statutes provide 
that the court may authorize and require 
the investment of the proceeds of the sale 
of a beneficiary’s estate, the investment usu- 
ally being in specified categories. 

Deposit of Trust Funds 

The operative principle respecting deposits 
is that the fiduciary may deposit trust funds 
for a reasonable time. This is to be pri- 
marily regarded, however, as a temporary 
device, to bridge the gap which will permit 
of a proper investment of the fund—the de- 
posit proper is, generally speaking, not sane- 
tioned as an investment. 

What is a reasonable time must be de- 
duced from an analysis of the facts of the 
particular case. Some judicial decisions 
have set six months as the maximum period 
for which a fund could reasonably be left 
uninvested. But this cannot be deemed an 
arbitrary measuring device. Many factors 
have to be evaluated in the determination 
of the question as to what constitutes a rea- 
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sonable time, and a few which may be readily 
called to mind are: (1) the provisions of 
the trust instrument, (2) the term of the 
trust, (3) in what capacity the fiduciary is 
acting. 

The deposit of trust funds may be per- 
mitted by statute. This is true of Florida. 
In some jurisdictions, notably Massachusetts, 
will be found statutory enactments respect- 
ing the deposits of unclaimed trust moneys. 
It may be said generally that a trustee should 
not deposit or invest in his own name; that 
is, he should not treat the fund as his own. 
The reasons which suggest themselves for 
this salutary rule are apparent. For one 
thing, the trustee should not commingle the 
beneficiary’s fund with his own. Again, if 
the fact that he is handling the fund in a 
trust capacity is made clear, it cannot pre- 
judice the interests of the beneficiary, or 
those with whom the trustee deals, with re- 
spect to the subject matter of the trust. 


Measure of Damage 

Whether the trustee will be required to 
pay interest on the trust funds, depends, 
in the last analysis, on the fact setting of 
the particular case. Sometimes it is said 
that the trustee will be charged with in- 
terest at the legal rate compounded annually, 
where he is guilty of gross negligence or 
fraud, and with simple interest only, if 
guilty of mere negligence. In some juris- 
dictions, (California, for example), a similar 
rule is incorporated in statutory form. It 
has been observed however, that when the 
trustee is charged with compound interest, 
it is because of the money which he has pre- 
sumably made, by virtue of his mishandling 
of the fund, and not as a punitive device, 

In England, apparently, the court makes 
specified interest charges, depending on what 
the basis is—whether negligence, or mis- 
conduct, or other ground for fault. 

It would seem that, in the event of an in- 
vestment in unauthorized securities, the bene- 
ficiary may elect to take the investment, or 
reject the same and demand the fund. Where, 
however, the beneficiary consents to or rati- 
fies the investment (as where the investment 
is made with the approval of, and after 
consultation with the beneficiary), the trus- 
tee will not be liable for any loss. But the 
beneficiary must know all the material facts, 
and he must not be under any disability 
(infancy, ete.) for a ratification to be ef- 
fective. 

Some Problems Raised by a Treatment of 

This Subject 

Although the related topics discussed in 

this article have been only superficially dealt 
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with, a consideration of them raises various 
questions, of which the following are some- 
what indicative, as to the criteria which 
obtain in this field (that is, as to the invest- 
ment of trust funds), generally. 

1. Should fiduciaries be treated as a class? 
Is it advisable to group executors, adminis- 
trators, guardians, and trustees together, for 
the purpose of establishing norms for invest- 
ing trust funds, as is done in New York, and 
in Connecticut, for example? An element 
to be considered is the object of the fiduciary 
relationship. The primary consideration may 
be the preservation of the corpus; again, 
it may be the obtaining of a high rate of 
return, in order best to effectuate the in- 
tention of the creator of the trust. 

2. The discretionary privilege of the court. 
What will be the practical operation of a 
statute which gives the discretionary privi- 
lege of ordering investments, with especial 
regard to the exercise or non-exercise of 
such a privilege, when the statute lists other 
specified categories as proper of the invest- 
ment of trust funds? Here, of course, the 
local situation will be a factor to consider. 
Thus, it may well be that courts in rural 
districts might not be prone to exercise this 
privilege, even though it is conferred by sta- 


urban communities, on the other 
hand, the tendency might well be in the 
other direction. It is believed that such a 
discretionary privilege is a desirable feature 
of any statute which treats of this question. 
The cure for its non-exercise is to include 
more specific permissible categories. 

3. Should trust companies be on the same 
footing as individual trustees? In some jur- 
isdictions, trust companies receive separate 
treatment with respect to the matter of in- 
vesting trust funds. The tendency is to 
permit them to avail themselves of a wider 
selection, than is the case with individual 
trustees. The writer’s opinion is that this 
tendency has a sound basis, since trust com- 
panies are in a position to study the in- 
vestment field more carefully than any in- 
dividual trustee, in the usual case. Besides, 
the system of checks and balances (executive 
committees, investment committees, boards of 
directors) which are incident to the opera- 
tion of trust companies, should make for a 
high degree of safety and other desirable 
consequences. Such checks are not available 
to individual trustees. 

4. What should be the fiduciary’s duties 
with respect to small estates? In many in- 
stances, it happens that a guardian, for ex- 


tute. In 





TRUST 


on ouar? 


National Trust 
Company 


Limited 


Capital and Reserve 


$6,000,000 


Assets Under Administration 


$262,000,000 


Trust Company Service for 
Corporations and Individuals 


4% on Deposits 


434% on Guaranteed Trust 
Certificates 


Correspondence Invited 


Toronto Montreal Hamilton Winnipeg 


Saskatoon Edmonton London, England 





ample, has a small fund at his disposal. It 
may tax him too much to require that he 
invest in public securities, or that affirma. 
tive duties be cast upon him with respect 
to investment, where such duties will be 
difficult to observe with any measure of su- 
cess. In a few jurisdictions, the guardian 
may take personal security for small amounts 
—this is one way out of an embarassing situ- 
ation. In those jurisdictions where the 
shares of building and loan associations are 
‘legals’, another way out suggests itself. 

5. Should there be gradations in amount 
or percentage of the fund, as to investments 
in permissable categories? In some states, 
the fiduciary is permitted to invest in a spe- 
ecified security up to a certain amount. (For 
example, in New York, he may invest in the 
shares of building and loan associations of 
that state, up to ten thousand dollars). This 
type of stipulation impresses the writer as 
being fundamentally sound. A device which 
may also secure beneficial results is that of 
allowing the fiduciary to invest a certain 
percentage of the trust fund in specified 
securities. 

6. The securities of a private corporation 
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as a permissible category. It is a much 
mooted question whether the holder of trust 
funds ought to be allowed to make such 
investments. Without a doubt, there is a 
substantial basis for making it incumbent 
upon the trustee to be chary of investing in 
the stocks of private corporations. Still, 
if a permissible category is carefully defined 
in terms of dividend experience, dividend 
requirements, ratio of earnings over dividend 
requirements, and other such-like considera- 
tions, the proper foundation for admitting 
this kind of investment will have been laid. 

7. The land trust certificate. There is a 
noticeable trend in a direction permitting 
of an investment of trust funds in land 
trust certificates. Where the requisite safe- 
guards are attached, such investments may 
be deemed proper. They have certain ad- 
yantageous features, one of which is that 
the certificates are not taxable as personalty, 
since the holder is regarded as having equit- 
able title to the realty (proportional to his 
interest as represented by the certificate). 
On the other hand, it is quite possible to 
erect a top-heavy financial structure, with 
the land trust certificate as the financing 
device; and this should be carefully guarded 
against. 

Many problems arise in connection with 
these relationships, which are deserving of 
attention, but a treatment of them is beyond 
the scope of this paper. The different treac- 
ment which the matter of investing trust 
funds has received at the hands of respec- 
tive state legislatures and courts, calls forth 
the necessity for objective study and analy- 
sis in this field. In this manner, a definite 
policy for dealing with such problems as 
have been touched upon, and related topics, 
can be worked out to keep apace successfully 
With an ever widening phase of the law. 
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Wash. Formation of the fund is in line with 
the suggestion made by President Hoover 
last fall regarding the importance of owner- 
ship of homes by the American people, and 
with the banks full of money, obtainable at 
low rates, Mr. Twohy regards the time op- 
portune to further the home-ownership 
project. 
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(Epitor’s Note: The Arkansas Bankers Association is blazing a new trail for profit- 


able and safe banking. 


The idea is that while legislation may accomplish much to bring 


about improved management and supervision, the real problem for bankers everywhere 
is to take the initiative in their own hands and determine upon adherence to a code of 


management, policies and practice, which 
the State Bankers Association. 
by the Arkansas Bankers Association. 


will be the test of qualified membership in 
Mr. Kahn describes the code which has been approved 
It lays down rules and guiding principles the 


observance of which will provide a “sure cure” for banking ills.) 


HE bankers of Arkansas have accepted 
the challenge laid down by the Arkan- 
sas legislature following the disastrous 
bank closings of last fall. The legislature in 
effect suspended remedial legislation on the 
representation of the leading Arkansas bank- 
ers that they themselves would put “their 
house in order.” In conformity with that 


promise the Arkansas Bankers Association 


evolved a constructive program for improv- 
ing banking practice and management; for 
bringing about cooperation through regional 
clearing houses; for interchange of credit in- 
formation, and for building up mutual con- 
fidence. The basis for the whole program 
lies in a Code which was unanimously 
adopted at the April convention. It is as 
follows: 

“WHEREAS: In the interest of the banking 
profession including stockholders, directors, 
offices and employees; and in the interest of 
all bank depositors and customers, it is vi- 
tally necessary to increase and maintain 
solvency through greater earnings and prop- 
er conservation of earnings; to minimize 
losses from bad credits and unprofitable prac- 
tices; and to maintain a degree of liquidity 
adequate for times of stress. 

“Therefore, The following principles of 
sound bank management shall become the 
basic code to stabilize and advance bank 
operation in Arkansas; and, furthermore, 
only those institutions which subscribe to 
follow the code faithfully shall be eligible 
for membership in the Arkansas Bankers 
Association.” 

1. Management is hereby definitely com- 
mitted to adjust its operation to a profitable» 
basis or go out of business. Too much em- 


phasis cannot be placed on adequate earn- 
ings. Unprofitable institutions are a menace 
to society and the integrity of banking. Sol- . 
vency can be strengthened only when ade- 
quate profits are made. Earnings other than 
interest on loans must be depended on. In- 
adequate revenue is ultimately paid for by 
the depositing public through insolvent and 
closed banks; by stockholders through loss 
of invested funds and the double assessment ; 
and by employees in the loss of good jobs. 
Sound business principles shall be applied 
to banking to correct unprofitable practices. 
Bidding for business because of a desire for 
volume whether it is profitable or not shall 
be discontinued. 

2. Adequate compensation shall be charged 
for services rendered. Banks shall cease per- 
forming needed and useful functions with- 
out pay. Adequate compensation for certain 
services may be paid for by the maintenance 
of profitable accounts. Customers, however, 
whose accounts are not sufficiently large and 
profitable to completely service themselves 
shall be charged. Minimum charges, such 
as on small accounts and small loans, shall 
be made. Adequate charges for activity 
(item handling) and “Float” (compensation 
for use of uncollected funds) shall be made. 
All banking and non-banking functions per- 
formed shall command reasonable compen- 
sation. 


Basic Elements of Cost 
38. Bankers shall determine, for the vari- 
ous functions, their true costs of operation. 
Each service performed tends to increase 
operating expenses and charges for services 
shall be based on careful cost finding in con- 
junction with the risk taken. Costs should 
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include the amount of activity to service ac- 
counts, interest paid, exchange paid, dimin- 
ished earnings from uncollected funds, super 
vision, the protection of assets. the cost of 
making investments, and of performing spe- 
cial functions. Proper accounting methods 
and records shall be maintained. From these 
records complete analysis of operations shall 
be made. 

4. The price paid for raw material in the 
interest on deposits shall not be 
Unnecessary expense, wastes and 

Expense < 
well under 
because of 


form of 
excessive. 
extravagances shall be eliminated. 
should be controlled and kept 

income. Expenditures incurred 

activities outside the necessary functions of 
banking should be reduced as far as pos- 
sible. Expense appropriations should be de- 
termined in advance, income ex- 
pectance. They should be closely followed 
to provide adjustment to falling income. 
Salaries and interest paid constitute the 
major outlays. Adequate and fair salaries 
can be paid by banks whose existence is 
justified. The rate of interest paid on de- 
posits should be so adjusted as to enable 
the bank to make a profit on funds obtained. 
Public funds should not be accepted at too 
high a price. The scale of operation should 


based on 


' earnings. 
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be kept within the scope of good judgmeat 
and the bank’s means. 

5. Adequate reserves and a strong surplus 
shall be created through conservation of 
A strong surplus makes it possible 
to charge off losses and gains the confidence 
of the public. Reserves protect both deposi- 
tor and stockholder. They should be main- 
tained for depreciation, for a gradual liqui- 
dation of frozen assets, and for investment 
losses. Stockholders are entitled to a rea- 
sonable dividend, but such payments should 
conform to the worth of money in the par- 
ticular locality. Dividends should be pail 
only when earned and there should be an 
equitable division between surplus and divi- 
dends. <A large surplus should be created 
even though dividends at times must be re- 
duced. 

Quantity and Quality of Loans 

6. Solvency is vitally influ- 
enced by the quantity and quality of loans 
and discounts. Banks should not place too 
large a percentage of available funds in 
local loans. Loans should be well diversified 
as to borrowers, types of business, and _ se- 
curity. A high degree of liquidity in the 
note based on the ability to pay, is 
paramount. Personal integrity should be the 
supreme test of borrower. 

A—Loans to one borrower, whether direct 
or indirect, as large as the bank’s legal limit 


necessarily 


case, 


each 


should rarely be made. 

i—Large loans to officers and 
should be kept at a minimum and should be 
unquestionably well 

C—Commercial loans and unsecured 
vidual loans should be supported by 
quate net worth and the earning power of 
the borrower must demonstrate ability to 
pay. Such loans should be made only when 
the banker is furnished complete credit in- 
formation. 

ID—Credit lines should carry Compensating 
balances and each transaction should result 
in a profit to the bank. 

E—Secured loans should be made only on 
collateral with a definite realizable 


directors 


secured. 
indi- 
ade- 


quick 
value. 

I—Capital loans and real estate loans of 
an investment nature should be avoided as 
far as possible. 

G—Insist on periodical cleanups or _ in- 
stallment liquidation, as payment is the real 
test of collectibility. 

H—Be alert for duplicate borrowing. 


Maintenance of Secondary Reserves 
7. An adequate quantity of suitable out- 
side secondary reserve assets shall be main- 
tained at all times to enable the bank to 
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meet abnormal withdrawals and to be pre- 
pared for times of stress. During times of 
stress local loans cannot be quickly converted 
into primary reserves in adequate amounts. 
A definite per cent of deposits should be in- 
vested in such assets as government bonds, 
commercial paper, and high grade short 
term municipal bonds. Bankers acceptances, 
call loans, and certain listed bonds are, also, 
acceptable secondary reserve «assets. <A ro- 
tating fund of maturities should be obtained 
and these assets should be well diversified. 
Outside investments should be purchased 
ouly from the reputable and 
they should receive the banker’s careful 
analysis. Safety, liquidity, and earning pow- 
er should be the determining factors. Iarn- 
ing power, if 
nated to obtain the other two characteristics 
in «a satisfactory degree. 

S. An attitude 
liquidation of frozen partially 
frozen shall be maintained. Frozen 
loans should be placed on a definite periodi- 
cal installment liquidation program. Large 
payments materialize. At the first 
opportunity, if the proposition is at all rea- 
sonable, the security converted 
and the taken. While banks 
should be adequately housed. too large a per 
cent of capital funds should not be put in 
fixed assets. In the desire to be up-to-date, 
over building should be avoided. Fixed as- 
sets should steadily be written down by de- 
preciation Depreciation 
seldom 


most houses 


necessary, 


aggressive toward the 
assets or 


assets 


seldom 


should be 


loss 


to enush 


charges. rates al- 
enough to 
values. Other 
real estate. Claims and judgments should be 
liquidated as quickly as possible. If this 
cannot be Within a relatively short 
time, their book value should be periodically 
written down. 


law are large 


reduce book 


lowed) by 
values to resale 


done 


Adequate Insurance Protection 

9. Adequate insurance protection shall be 
carried by all banks. Internal personnel 
safeguards should also be established. Cer- 
tain institutions have been seriously crip- 
pled by large losses and have been 
forced to close their doors. Insurance cov- 
erage should be ample, and if a bank cannot 
ifford to pay the premiums, it 
should liquidate. The common risks are dis- 
honesty of officers and employees, robbery 
burglary, holdup, robbery or destruction of 
registered mail, forgery and alterations. The 
so-called bankers blanket bonds afford the 
yroadest coverage. The specific requirements 
f each bank should be analyzed with the 


some 


necessary 


help of an insurance expert and only repu- 
table insurance companies should be selected 


should be subordi-, 


Tulane University’s New Medical Unit 


NEW ORLEANS 
XL 


A Medical Center 


Tulane’s famous College of Medicine; 
Louisiana State University’snew medical 
College (now building); the study oftrop- 
ical diseases;the large number ofresident 
physicians and surgeons, many of whom 
are world renowned; Charity Hospital, 
and 14 other hospitals treating approx- 
imately 483,000 patients annually; all 
establish New Orleans as one of the fore- 
most medical centers in the world. 
Patients from all parts of the United 
States and foreign countries avail them- 
selves of New Orleans’ exceedingly 
healthful climate, exceptional hospital fa- 
cilities and recognized medical talent. 


Hibernia Bank & Trust Co. 
New Orleans, U.S.A. 





to carry the risks. Certain protective meas- 
ures within should be installed, not so much 
to detect defaleations as, day by day, to 
prevent them. Temptations should be re- 
moved through frequent checkings and prov- 
ing of accounts, and through definitely plac- 
ing responsibility. The attitude of taking 
it for granted that the particular human 
element is not susceptible should not exist. 


Directors Who Direct 

10. Directors shall thoroughly familiarize 
themselves with the affairs of the bank andy 
participate actively in guiding its operation. 
It is expected that directors will bring to 
the control of the bank the same ability, in- 
tegrity and industry which have made them 
successful in their various business enter- 
professions. Directors are bound 
by oath to carry diligently and honestly the 
broad responsibility for 

A—Management of the institution. 

i—Safeguarding of deposits. 

C—Regulation of its credit policies. 

D—Examination of its financial status. 
While they may delegate the power of active 
management, they should do so only within 
reasonable and safe limits. In self-defense, 


prises or 
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directors should take their obligations seri- 
ously, for ignorance of the acts of officers 
will not excuse them. They should not use 
the bank in personal affairs in any transac- 
tion adverse to the bank. Excessive borrow- 
ings on the part of directors should not be 
allowed. 


Disastrous Competition Shall Cease 

11. Ruthless and disastrous competition 
shall cease. Bankers should not sacrifice 
sound practices to gain an additional custo- 
mer or seeming advantage. An attitude of 
suspicion toward competitors should be elim- 
inated. A new spirit of mutual respect and 
confidence shall be developed. Individualism 
in banking must in a measure give way to co- 
operation. A cooperative endeavor requires 
less courage than a single-handed effort. Co- 
operation is the key to solving difficult situa- 
tions. Competition is not a valid excuse for 
rendering valuable service without compen- 
sating fees. The changed conditions should 
be met through combined efforts and con- 
certed actions. 

12. Arkansas bankers, individually and col- 
lectively, furthermore hereby pledge them- 
selves unqualifiedly to give their very best 
efforts to the management of their respective 
banks. Managing officials shall not be self- 


satisfied and, wherever possible, shall strive 


to make themselves more capable of measur- 
ing up to their responsibilities. A pledge is, 
moreover, made to support the Arkansas 
Bankers Association, with all of its agencies 
and all organized effort to raise the stand- 
ards and practices of the banking profession. 

There will also be a supplement, setting 
forth the actual rules to carry out the pur- 
poses of the code. 


Me i“ %, 
6 “ “ 


FEDERAL TAXATION AND IRREVOCABLE 
LIVING TRUSTS 

Formerly a favorite device for avoiding 
death taxes was to create a living trust ir- 
revocable as to principal but revocable as to 
income, The feature of revocability gave 
the grantor protection against the possibility 
of family disaffection and was used to so 
great an extent that an attempt was made 
to prevent this practice by House Joint Res- 
olution No. 529, which was approved by the 
President on March 3, 1931. This resolution 
amends Section 302 of the Act of 1926, so 
that it now reads as follows: 

“The value of the gross estate of the dece- 
dent shall be determined by including the 
value at the time of his death of all property, 
real or personal, tangible or intangible, wher- 
ever situated. .. . 
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“(ce) To the extent of any interest therein 
of which the decedent has at any time made 
a transfer, by trust or otherwise, in contem- 
plation of or intended to take effect in pos- 
session or enjoyment at or after his death, 
including a transfer under which the trans- 
feror has retained for his life or any period 
not ending before his death (1) the posses- 
sion or enjoyment of, or the income from, the 
property, or (2) the right to designate the 
persons who shall possess or enjoy the prop- 
erty or the income therefrom; except in case 
of a bona fide sale for an adequate and full 
consideration in money or money’s worth.” 

The amended law, as quoted above, prob- 
ably leaves many loopholes. In certain cases 
it is quite feasible for the grantor to control 
the income and funds of the estate during 
his lifetime and still minimize death taxes. 
Under favorable conditions, a combination 
of a family holding corporation in connection 
with an irrevocable living trust may serve 
this purpose. The set-up in a case of this 
kind is of an extremely delicate nature and 
unless it studiously avails itself of all statu- 
tory requirements, may defeat its own pur- 
pose. Unless the family holding corporation 
is technically organized and operated under 
the laws of a state which is favorable to the 
particular set-up under consideration, there 
may be material additional state taxes that 
might off-set the other advantages of this 
plan.—(From Economic Bulletin, issued by 
The Trust Company of New Jersey, Jersey 
City.) 


AMENDMENTS TO PENNSYLVANIA 
FIDUCIARIES ACT 


Among the amendments to Pennsylvania 
statutes affecting trust company administra- 
tion were the following changes in the Fidu- 
ciaries Act: Act No. 28 amends Section 25 
of the Fiduciaries Act by empowering the 
Orphans’ Court to direct a private sale of 
lands upon which a legacy is charged, upon 
proof of public notice thereof by posting and 
newspaper advertising. Heretofore, only 2 
public sale of such lands could be made. 

Act No. 87 makes a surviving spouse com- 
petent to testify in all cases where the right 
of such spouse to share ina deceased spouse’s 
estate is disputed, due to alleged desertion or 
non-support of the decedent. This Act is a 
legal sanction of a practice that has been 
followed in many Orphans’ Courts. 

Act No. 86 amends Section 12 (f) of the 
Fiduciary Act, regarding estates of less than 
$500, by allowing the widows’ or children’s 
exemption to be set aside upon petition with- 
out notice or appraisement. 
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The Manhattan Company Building 
40 Wall Street, New York 





Increased facilities for service 


By means of a correspondent relationship with the Bank of 


Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of "The Man- 
hattan Company group of financial institutions. The ser- 





vices of each of these companies which are specialists in their 

particular fields, are available to all customers of this bank. 

Bank of Manhattan Trust Company NewYork Title & Mortgage Company 
Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 


International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 


International Manhattan Company 
Incorporated 
Investment Securities 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 80 OFFICES IN GREATER NEW YORK 
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SECURITIES JOURNAL 


CONTROL POSTING 193,700.00 


PALT &BORFGCES 14,000.00 


8,000.00 
CONTROL POSTING 161,340.00 
90,400.00] PROOF TOTALS 


This Card Filed by Issue 
BOND 


[PAR VALUE OR UNITS VALUE 


54,000.00 
10,900.00 
10,000.00 


ESTs OF J. ADAMS 


200,200.00 


17,000.00 
4.000.00 


160,340.00 


95,900.00 
5,50C.00 


Estate of J. Saith, 

Tr. No. 35, 

Star Mfg. Co., 

(First Etze. Closed) 
Due Kor. 1, 1942 Rate 6 
Int. Dates de. &@ N. Ist. 





TOTAL cost 
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This Card Filed by Trust 
BOND 


DATE OF ENTRY | TICKET NO. 
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CUSTOMER'S CONTROL CARD 


VOLUNTARY 


Estate of J. Smith, 

Te. Mo. 35, 

Star Mfg. Co., 

(First Mtge. Closed) 
Due Nor. 1, 1942 Rate 6) 
TInt. Dates ¥. aN. Ist. 








184,300.00 
161,340.00 
160,340.00 


22,960.00 
3,000.09 4,000.00 


The Security Records Posting 


Completed 


Burroughs Trust Machine provides a 
Customer’s Control Card as a by-product 
while posting Securities Index, Custom- 
er’s Asset Ledger and Journal in one 
operation. Allrecords are complete, neat 
and accurate. The small cards used save 
filing space. Proof is obtained instantly 


BURROUGHS ADDING MACHINE 


in One Operation 


with totals accumulated by the machine. 


Burroughs Trust Machine offers speed, 
ease and simplicity of operation and is 
adaptable to any trust accounting plan. 
For complete information or a demon- 
stration, call the local Burroughs office 
or write— 


COMPANY, MICHIGAN 


DETROIT, 


Burroughs 





























AFEGUARDING ENDOWMENTS AND PHILANTHROPY 


THROUGH CORPORATE TRUSTEESHIP 


GIVING AS THE GREAT ADVENTURE OF OUR AGE 
A. H. ELLER 


(IepIToR’s NOTE: 


Vice-president and Trust Officer, Wachovia Bank and Trust Companv, Winston-Salem, N. C. 


The magnitude of charitable giving and philanthropy in the United 





States is evidenced by statistical compilations which record a stupendous annual average 
of two and a half billion indicated for the three past years. Those possessed of the largest 


fortunes vie with 
bestowing superabundance 
bestowals and endowments 


which goes to 


each other in distributing their 
upon their offspring. 
waste 


wealth to worthy causes, instead of 
And yet there is much of present day 


because of the lack of proper manage- 


ment or the application of scientific principles, such as embodied in the conduct of com- 


munity trusts.) 
IMES have changed since Henry VIII 
abolished all charitable trusts because 
they impoverished the subjects of his 
realm. The endowments of our day and time 
are employed to feed the minds and hearts 


of mankind with the latest and grandest re- 
sults of science and philanthropy. We are 
indeed at the beginning of a golden age. 


philanthropy desires a 


proposed by 


Neither science nor 
ten vears’ holiday, as recently 
the learned Bishop Ripon of England. <A 
transition is taking place in thought and 
method. Men are planning things which can- 
he done by themselves alone, nor by an 
nor always by a cor- 
trustee. 


hot 
hor a partner, 


but by a 


agent, 
poration even 
be said that trusteeship was in- 
the Creator entrusted to man 
His beautiful garden. Since 
breach of trust both God 
search of a suitable 
not only worthy of confidence 
competent to administer the trusc 
Throughout the centuries of human 


It might 
stituted when 
the keeping of 
the 
and 


recorded 
have been in 


first 
Mah 
trustee one 
but one 


imposed, 


progress, even down to our own age, this 
quest was for the kind of trustee, whether 
uo natural or a legal person, who did not 


exist. In the day of small beginnings, when 
America and the rest of the world were on 
a one-man basis, the highest wisdom was 


confined in its choice to a personal trustee. 
Such wisdom suited to the times will no 
longer serve this later and more forward age. 
The eaglet, whose pinions have been unfet- 
tered, Can never again return to the shell. 


Progress of Trusteeship in Great Britain 
and America 
A forward step was taken in Great Britain 


and her Colonies, where the development of 
the modern trust company has been slow, im- 
measurably behind the United States, when 


their parliaments created the public trust 
office and made it available to her subjects 
as a necessary means of escape from a con- 
dition which Halsbury, ex-Lord Chancellor, 
depicted as pathetic and scandalous, both on 
account of frauds and perpetual conflic: 
waged between trustee and cestui trust. 

Happily, it is believed, the corporate trus- 
tee—the trust company and the bank having 
trust powers here in America privately owned 
but subject to governmental supervision, be- 
ing indeed quasi-public servants—has met and 
this need, without necessity of in- 


que 


satisfied 


viting the government to enter the fiduciary 
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field with the British or any similar expedi- 
ent. America is unique, not only in the 
ability of her citizens to make money and 
in their willingness to support religious, edu- 
eational, and humanitarian causes, but 
unique also in the development and employ- 
ment of the corporate trustee. It is safe to 
say that no donor of any permanent gift to 
charity wants his gift to fail. It is a part of 
his own life, and possibly the greater part 
of his life which will endure and continue to 
bless the world after he is able to work no 
more. Hence the growing demand for a 
trustee capable of carrying out his purpos? 
to the remotest time. The intelligence which 
created wealth by means of the corporation 
is the same intelligence which today is de- 
manding the conservation and safeguarding 
of wealth by means of the corporate trustee. 
This is true with respect to estates and it is 
true as well with respect to endowments. 


Manner of Establishing Endowments 

Apart from the seven or eight great foun- 
dations endowed by Rockefeller, Carnegie, 
Milbank, Harkness, Sage, Duke, and Whit- 
ney, the generosity of our people has gener- 
ally been showered on our religious bodies, 
schools, hospitals, libraries, orphanages, 
health, scientific, and civic boards. Thinking 
only of the ultimate charity to be accom- 
plished, donors have often given scant atten- 
tion to the means of safeguarding the funds 
which supply the life-blood of these institu- 
tions. Too often they have not duly consid- 
ered whether a donation should be made ab- 
solutely or in trust or whether an institu- 
tion should be trustee for itself, without hav- 
ing that protection which an independent re- 
sponsible trustee can throw around it. 


Should charitable bodies serve as their 
own trustee? It is known that colleges, reli- 
gious and charitable boards, and other insti- 
tutions throughout the country have lost 
large sums of money, not only through wrong- 
doing of their officers, but through the in- 
competence or neglect of their investment 
boards. The causes which they represent 
would not be well served by turning the 
fierce light of publicity and criticism upon 
their misfortunes in this respect. An instance 
so recent, however, as still to occupy the pub- 
lie press is the loss of a million dollars by 
the Home Mission Board of one of the great 
religious denominations of the country—be- 
cause of unlimited power given to its treas- 
urer, and he a man who, as a belated inves- 
tigation disclosed, had served time in a fed- 
eral penitentiary. The immediate reaction to 
this sudden shock, as voiced by one of the 
denomination’s outstanding leaders, was: 
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“Replace the amount stolen, it is a sacred 
trust, and let the fund itself be placed in a 
responsible bank or trust company as fiscal 
agent.” 


Fiscal Agent 


Under the older forms of endowment the 
title to property has generally vested in par- 
ticular institutions for definite objects, and 
such tenure does not admit of change and 
transfer. So that the service which best can 
be rendered by the corporate trustee in safe- 
guarding endowments heretofore established 
is that of the fiscal agent. In North Caro- 
lina and, doubtless in other states, this form 
of custody and safeguarding endowment 
funds is coming into use and importance. 
It is an open door of opportunity. The need 
of expert knowledge in finance and respon- 
sibility in management grows more apparent 
to thoughtful men year by year as values 
come and go like the flotsam and jetsam on 
a restless sea. Long exhorted to put reli- 
gion into his business, the business man has 
had abundant reason to suggest that busi- 
ness be put into religion and all agencies of 
man’s humanity to man. As men of wealth 
are coming to acknowledge their special obli- 
gations to the social order which furnished 
the opportunity for their achievements, even 
so must those institutions which would share 
in these growing benefactions provide or ac- 
cept standards of service and business efli- 
ciency in harmony with the times. 

To whom do endowments belong? In a 
certain sense to the particular institution 
supported by them; but in a broader and 
truer sense the endowments of our eleemosy- 
nary institutions belong to us all they exist 
for the common good and enrich the life of 
our civilization. Grander conceptions of 
human worth demand that trust funds so 
sacred and so fraught with possibilities for 
human welfare shall be safeguarded by a 
responsible trustee. 

Manifestly every important business should 
be the principal business of some responsible 
man or institution. Good men are almost 
always on the boards of our institutions, bur 
many good men, indeed our best men, have 
not always had training in the field of in- 
vestments or experience in safeguarding 
money against the vicissitudes of business. 
They are selected to manage our institutions 
and prosecute their work in a spirit of help- 
fulness, dedicating their minds and hearts 
like Crusaders in a wholly unselfish way to 
the altruistic life. Their best work can be 
done only when relieved of the stress and 
strain of business problems and financial 
anxieties. Thus by segregating the fiscal task 














of managing the principal and the social 
function of conducting the institution can 
we have the application of skilled and spe- 
cialized attention to both the financial and 
civic aspects of this dual administration. 


The Vast Business of Giving 

Do we comprehend, can we visualize the 
magnitude and importance of the business 
of giving to humanitarian objects? During 
1928, according to the records of the John 
Price Jones Corporation, America gave away 
to educational, philanthropic, religious, and 
charitable causes the stupendous sum of 
2,330,600,000—a sum greater than the total 
gross income of any government on earth, 
save only the governments of Great Britain 
and the United States. This vast stream of 
endowments is being augmented by a new 
and swelling tributary popularly known as 
bequest insurance. Congregations, colleges, 
civic societies and alumni associations are en- 
couraging and adding to its momentum. It 
has brought into accord and cooperation the 
active forces needed for a victorious cam- 
paign—namely the underwriters, the trust 
companies, the philanthropic organizations, 
and that vast army of men and women who 
find in bequest insurance the possible and 
easy means of coining their good impulses 
into legal tender. 

Not all of this vast sum is given for en- 
dowments, indeed the large part is for the 
current necessities of the day. But the sum 
of permanent endowments is mounting, ever 
mounting with the growing wealth of our 
country and the enlightened consciences of 
its citizens, who no longer measure life by a 
theory of rights, regardless of a confession 
of duties. Complete and accurate statistics 
are not available to tell the total sum of 
existing endowments, but the certain knowl- 
edge that less than half a dozen of our rich 
men have but recently set up endowments 
of more than a half billion dollars enables 
one to conclude that the endowments today, 
certainly of tomorrow, must be written in 
terms of ten figures. Our colleges and uni- 
versities alone, according to the estimate of 
Trevor Arnest, member of the General Edu- 
cational Board, possess endowments in addi- 
tion to their physical properties in the ag- 
gregate sum of one billion dollars. 


Variety and Character of Corporate 
Trustees 


For safeguarding and managing endow- 
ments the corporate trustee employed is some- 
times a board of managers, sometimes a con- 
vention, a synod, a conference, a church, a 
school, a society; and in very many cases the 
trustee and cestui que trust are one and the 
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same, thus admitting of no separate and 
distinct beneficiary to call upon the trustee 
for an accounting. Mistakes are too often 
buried with the patient. There are many who 
believe that such methods of establishing 
endowments are not the best methods of 
safeguarding such funds, dedicated, as they 
are, to serve human needs in perpetuity. 

It is not strange, then, that we have the 
corporate foundations designed to serve the 
purposes of a single donor, such as those of 
Carnegie, Rockefeller, and other great estab- 
lishments. Nor is it strange that, in order 
better to serve the purpose of a number or 
group of donors, the community trust or 
foundation with its corporate trustee or trus- 
tees has come into wide and popular use. 
During the past decade community trusts 
have been established by 219 trust companies 
and banks, in 71 cities, and are administering 
present assets of $25,000,000, with prospec- 
tive and potential resources of almost incal- 
culable values. May not many more mem- 
bers of the Trust Company Division render 
an enduring service to their respective com- 
munities and enhance their own prestige and 
profits by having their boards of directors 
enact an appropriate declaration for a com- 
munity trust? Such leadership will stimu- 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $4,870,000 
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DIRECTORS 
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late civic pride, arouse the enthusiasm of 
welfare workers, promote liberal giving, and 
insure safe and competent administration. it 
will develop in your country fewer men like 
the rich young ruler and more of the spirit 
of St. Francis feed 
the poor. 


who gave his goods to 
Cooperation 


have been made to the 
Trust Company Division, presented four 
years ago by Dr. Alfred Williams Anthony 
on behalf of the committee on financial and 
fiduciary matters of the Federal Council of 
Churehes of Christ in America and 
ciated organizations, which it is believed rep- 
resent the greatest constituency ever organ- 
ized in America for voluntary service to 
mankind. It is true that financial institu- 
tions employed and have always been 
employed to safeguard endowments—but to 
a far less extent than the importance of the 
business demands. Public confidence and 
favor are today running strong in their di- 
rection. 


Direct overtures 


iSSo- 


are 


A Suitable Trustee Found 

Whether by special or by uniform method 
the corporate trustee (and in most cases the 
trust company and bank with trust powers) 
must accept these overtures, cooperate in the 
creation of endowments, and assume the duty 
of conserving. enhancing, and safeguarding 
these funds. We cannot escape our debt to 
those who have endowed our institutions in 
the past, and we pay it best by putting pos- 
terity in debt to us. As we acknowledge this 
obligation and cooperate with the forces at 
work to enrich posterity, the banks and trust 
companies will find these forces at work for 
them. 


SAMUEL M.SHOEMAKER JOHN J. NELLIGAN 


J. EXOWARD JOHNSTON 
HOWARD BRUCE 
MORRIS WHITRIDGE 


JOSEPH B. KIRBY 
ROBERT GARRETT 


The age-long search for a suitable trustee 
has stopped at our front door and rung the 
bell. Shall we answer the eall, can we quat 
ify to the demands, can we make good the 
claims and pretentions which have been put 
forth by the corporate trustee and its advo- 
cates? For the purposes of the discussion, 
are we fit and capable to safeguard the en- 
dowments which are clustering about our in- 
stitutions like garnered grain for their sus- 
tenance through the lean years, or, it may be, 
the winter of their discontent. 

As safeguards for these endowments the 
and trust companies can offer their 
capital and surplus together with their stock- 
holders’ double liability; they can offer both 
private and public examinations and rigid 
audits and system of accounting; their fre- 
quent complete and accurate reports to the 
courts beneficiaries ; the 
which insure and employees 
against theft, fraud, or maladministration ; 
the segregation of funds each 
several trust and its preferred status in case 
of liquidation; their safes and vaults which 
ure built to defy the elements and scorn the 
puny hand of the bold, bad man; their 
trained and expert workers who are at their 
tusks every day and all day; and last but 
not least the compelling power of good will 
which must be maintained by good service 
and made fruitful of other trusts vet to be 
imposed. Such an institution is not male 
to order, it is the result of growth. Far more 
to be feared than dishonesty, in the adminis: 
tration of trusts, is the lack of training, 
habit. and expert knowledge to invest wisely 
and safeguard surely. Such is the character 
of service rendered society which gives to a 


banks 


and to the bonds 


their officers 


belonging to 











corporate trustee its aim and importance and 
renders it popular and potential. 


Keeping Endowments at Home 

This study becomes academic and barren 
of practical results unless we apply it to our- 
and our several communities. Every 
responsible trust Company and bank having 
trust powers, provided it has the confidence 
of its community, may well become the cus- 


selves 


todian or trustee of endowment funds for one 
or more institutions, especially so if either 
in its commu- 
is not neces- 


the donor or donee is located 
nity or sphere of influence. It 
sury to drain one community of its wealth 
by sending endowments to a distant college 
Let the principal held in re- 
sponsible local trust and banks 
having trust powers under a standard or suit- 
able trust agreement, still contributing to the 


or board. be 


companies 


prosperity of the community where this 
wealth was created, and send the income 
on its mission of merey to the north, the 
south, or east, or west. or with the circling 
sun in his course around the world. 

And finally, may I say, this subject be- 
comes academic and fruitless if the stream 
of public giving should be dried up at its 


source or frozen in the hearts of our people. 
It is the endowments to be set up in the fu 
ture that the corporate trustee will be com- 
missioned to safeguard and administer far 
more than those of the past. with their status 
fixed according to the thought and custom of 
an But happily it 
our people and especially our 
just 
be 


would seem, 
rich men and 
Giving 
our 


earlier age. 


beginning to give. 


the adventure of 


are 


+ 


come To 


women, 
has erent 


ace. 


Sixty vears ago George Penbody smote the 


rock in the wilderness and a fountain of 
charity broke forth like pure and sparkling 
waters. Today it is a mighty river. When he 
died the British Empire and the American 


Republic the flagships of their Navies 
to bear his sarcophagus in triumph across the 
—fit emblem of his Apotheosis when his 
great ocean of 
His the world 
and his death touched to tenderness and to 
tears the great heart of humanity, and the 
Inglish speaking people stood uncovered in 
love and veneration at his bier. No name is 
so certain to be spoken; no name sweet 
to the lips of fame; no name so independent 


sent 


sea 


sailed away on an tears. 


benefactions had 


soul 


astonished 


sO 


of monumental marble, as the name of him 
who, by generous living, has touched the 
great heart of mankind. It was not until 


Mark Antony, that masterful mover of mul- 
titudes, on reaching the last clause of Cresar’s 


TRUST COMPANIES 















“TRUST SERVICE EXCLUSIVELY” 







CALIFORNIA 


TRUST COMPANY 
LOS ANGELES 

























Our phenomenal growth— 





indicative of our ability to serve. 











INVESTED CAPITAL $1,800,000. 

















OWNED BY 


CALIFORNIA BANK 


affiliated 


resources 







institutions has 


of over 


its 


Which with 


combined 


$135,000,000 




























will, above the din of the Roman Forum 
shouted : 

“To Hvery Roman Citizens he Gives 

“To Every Several Man Seventy-five Drach- 

nas, 

“His Private Arbors and New Planted Or- 

chards on This Side Tiber.” 

It was not until he struck this master chord 
of the human that he roused the 
Roman rabble relentless revenge. Giving 
is the one word known among men whereby 
one may secure the key to the hearts of his 
fellow-men, demand his own passport as u 
pilgrim of eternity and become a living wit- 
ness of his own immortality. 

Se a & 

In the list of the hundred largest 
banks and trust companies in the United 
States there are only two institutions which 
have not been involved in merger operations 
or consolidation with any other bank or trust 
company, namely the United States Trust 
Company of New York and the Girard Trust 
Company of Philadelphia. 

Trust investments held by trust companies 
and state banks of the State of Washington 
show increase of $6,000,000 during the past 
twelve months. 


breast 


to 


one 
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MARKET STREET NATIONAL BANK OF PHILADELPHIA IN SPACIOUS 
NEW HOME 


The stately and tall 24 story new building 
and home of The Market Street National 
Bank of Philadelphia occupies a very con- 
spicuous place in the skyline of that city. 
The building is very advantageously located 
at Market and Juniper streets in the busi- 
ness heart of the city, directly between Broad 
Street station of the Pennsylvania Railroad 
and the Reading Terminal of the Reading 
Company. The offices are likewise at the 
intersection of both subways, directly on the 
underground walkway now nearing comple- 
tion. This is the central city terminus of the 
Parkway on Market street where it is crossed 
by Broad. The new offices of the Bank are 
impressive in their dignified and harmoni- 
ous arrangement. There is no attempt at 
imposing effect but rather to convey an at- 
mosphere of hospitality and convenience. 
The equipment is of the most modern type. 

The Market Street National Bank re- 
ceived its charter from Comptroller Tren- 
holm in 1887. It was granted as a result of 
a meeting of merchants and manufacturers 
at the offices of Hood, Bonbright & Co., who 
were at that time one of the leading whole- 
sale houses of the country. Thomas G. Hood 


IMPRESSIVE NEw HOME OF THE MARKET STREET 
NATIONAL BANK OF PHILADELPHIA 


presided at the meeting and the response 
was immediate. Subscriptions to capital 
stock amounted to over two million dollars, 
but it was deemed wise by the founders to 
limit the capital to $600,000, full paid. Tem 
porary offices were occupied at 1017 Market 
street until a new building for the bank was 
completed in 1888. Business increased stead- 
ily, during the period from 1891 to 1915 de- 
posits advanced from two and one half mil- 
lion to $11,375,000 and on June 30, 1931 

The statement at 
close of June 30, showed capital of $1,000,- 
000; surplus and undivided profits of $4.- 
158,021; resources totaling $29,339,338. The 
bank serves over 5,000 individual and corpo- 
rate clients. The bank commands business 
from all parts of the country and has strong 
international connections. The official staff 
comprises the following: R. Livingston Sulli- 
van, president; Fred F. Spellissy, vice-presi- 
dent; John J. Sullivan, vice-president; Wil!- 
liam H. Merker, vice-president and cashier; 
Jason Elmer Delaney, vice-president; Ralph 
W. Hurst, assistant cashier; Charles H. 
Mears, assistant cashier. 


A YEAR OF RICH HARVESTS FOR 
TRUST DEPARTMENTS 


The Purse Company, which has for nearly 
twenty years served trust companies and 
banks with tested and resultful trust de- 
velopment literature, has assembled in book- 
let form some typical reports of record in- 
crease in trust department business from 
various sources. These include reports from 
a number of trust companies in widely sepa- 
rated sections of the country, all evidencing 
that 1980 was a year of unprecedented gains 
in the acquisition of trust appointments. The 
question is: Will 1931 yield another abun- 
dant harvest unless trust company and bank 
managements supply the necessary ammuni- 
tion for sustained sales effort? 


TRUST OFFICERS ELECTED BY UNION 
TRUST COMPANY 


Carroll P, Davis has been elected vice- 
president and trust officer of the Union Trust 
Company of Pittsburgh, Pa. Robert M. Repp, 
Jr., has been made an assistant trust officer, 
C. H. McCracken has been made manager 
of the real estate department, G. M. Darby 
has been made tax accountant and Walter H. 
Mills assistant secretary. 
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THE MODERN BANK AND TRUST COMPANY LIBRARY: 
WHAT IT ACCOMPLISHES 


CLEARING HOUSE FOR TECHNICAL AND TIMELY INFORMATION 


LAURA JANE GAGE 
Librarian, Central Republic Bank and Trust Company, Chicago 


(EpiITor’s NOTE: 


banking and trust company libraries in the country. 


This is a description of one of the best equipped and managed 


It shows how valuable is the main- 


tenance of an up-to-date clearing house which assembles, sifts and systematically ar- 
ranges for ready reference, the great and increasing volume of technical and general 


information which enter into every type of banking and fiduciary service. 


It is one of 


the important reasons why the executive keeps his desks cleared for action and why he 
is able to make quick and accurate decisions.) 


ODERN bank and trust company 

operations no longer admit of offi- 

cers’ desks or rooms cluttered with 
books, services, reference files, periodicals, 
newspapers and other literature which of- 
ten, in former years were allowed to accu- 
mulate into miniature mountains. The aver- 
age banker or trust officer is no longer vexed 
by having to dig here and there for informa- 
tion that must be available in daily routine 
or emergency. He may have books or man- 
uals ready at hand. He may have a 
little pile of favorite magazines or some 
ready references applicable to his particular 
tasks. 3ut the greater his responsibilities 


also 


and the higher his office, the more cleared 
for action appears his desk. He has only 
to push a button or reach for the inter- 
departmental phone to secure what informa- 
tion he requires and it is nine times out of 
ten, immediately available. 


Vast Volume of Systematized Information 


The modern bank and trust company li- 
brary is today a department, or rather clear- 
ing house of systematized information, which 
weaves itself into all branches of the organi- 
zation with a strong thread of accuracy 
and a basic knowledge of the facts which 
affect the calibre of the entire institution. 


THE CENTRAL REPUBLIC BANK AND TRUST COMPANY MAINTAINS A VERY SPACIOUS AND COMPLETE 
FINANCIAL LIBRARY 
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Such a library is the work of experts and 
represents the accumulations, the siftings of 
from the chaff and careful sys- 
tematization. Here, gathered in one place. 
from numerous sources and services and 
from clippings, is kept all the latest printed 
information adapted to the services of the 
bank generally, to officers and departments 
respectively as well as for the benefit of cus- 
tomers. The demand is constant for the 
most recent and authoritative information 
on all conceivable subjects dealing not only 
with banking and trust operation. but 
With investments, economic 
matter of value relating to business, industry, 
commerce and collateral fields. 

There is a vast volume of information and 
printed literature and of services available to 
banks and particularly to trust companies, 
which is being constantly added to and which 
must be segregated and arranged for ready 
reference. Ofttimes important decisions are 
made by executive or department managers 
which call for immediate information of a 
nature that has a most important bearing 
upon the business in hand. It is manifestly 
impossible for the average executive to make 
his mind a storehouse for all the questions 
that present themselves in the ordinary rou- 


the wheat 


also 


subjects and 


tine. For trust officers there must be not 
only the standard books and manuals or ref- 
erences pertaining to all phases of trust 
work; tax laws, rulings, decisions and other 
matter arrive almost daily which call for 
changes and new treatment in dealing with 
estate and trust subjects. Information comes 
frequently as to improved systems of opera- 
tion. To the new business department the 
library is a daily necessity as it is to most 
other departments. There are the contents 
of financial publications to be and 
information to be compiled which is of spe 


cial interest to a particular officer. 


digested 


Centralizing Information 

It is sometimes said that the library adds 
nothing to the institution beyond centraliz- 
ing the information. legal and financial, 
which otherwise would be scattered over the 
bank. But this very centralization enables 
the well-sponsored and alert library depart- 
ment to help coordinate the departments of a 
bank and to eliminate needless expense in 
duplication of material. Further positive 
gains are derived from a department able 
to produce the knowledge on a subject for 
use when desired—knowledge. the equip- 
ment for success in any enterprise. 
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Miss LAURA JANE GAGE 
Librarian of The Central Republic Bank and Trust Co. 


The library so organized that it can give 
information when wanted is a money mak- 
ing asset for the trust company in which it 
is established. The fundamental value of 
the library is the production of information 
and it is possible to measure this activity 
in terms of monetary value. AS a measure- 
ment of information furnished we find that 
requests received average forty to fifty daily 
during the excluding 
statistical work done. 


busy season, special 


Able to Meet Inquiries Promptly 

Think of the when you, an in- 
quirer, by a phone eall to the library have 
obtained the plans for recapitalization of a 
concern, or the change in tariff rates on an 
imported article. or any of a dozen stray 
bits of information needed at once to 
straighten out a confused impression in your 
mind. The information gave you a 
firm position in your pending business nego- 
tiations. 


instances 


correct 


It was easy for you to turn over to the 
library the inquiry from an Australian house 
for a number of representative house organs, 
or employees’ magazines, of leading Ameri- 
can concerns. It was necessary to have at 
once the list of directors of a bank just pre- 
vious to its merger which took place eight- 
een years and the library sent it to 
you. The word “photostat” was to %e 


aso, 
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used in a legal document. Is it a noun or 
a verb? Can it be used in the plural or 
should one say “photostatic copies?’ Many 
and various are the kinds of information you 
may obtain from the library; prices of com- 
modities and of securities daily over a period 
of years, list of bridges over the country 
built by bond and stock issues, provisions 
of the law enabling formation of agricultural 
cooperatives, aid for the business extension, 
for the personnel and educational depart- 
ments. 


Fitting in With Individual Needs 

The successful librarian studies the indi- 
vidual needs of the institution he serves and 
himself into the structure that his 
services are almost as necessary as those of 
the paying and receiving tellers. The smooth- 
with which the librarian functions 
comes directly, it is my belief, from adher- 
ence to simplicity in methods and manage- 
ment. This may seem a short formula to 
give but let any one searching for the most 
desirable methods ponder how to simplify 
his systems and avoid detail and 
repetition, and his budget will be 
relatively low, his response to inquiries quick 
and concise. 


The modern 


so fits 


hess 


needless 
expense 


bank and trust company li- 
brary is not only an essential and integral 
part of the institution, but its efficiency is 
important factor in the character 
and quality of its services to the organiza- 
tion itself and to its patrons who have be- 
come accustomed to call upon banks for valu- 
able information dealing directly with their 
own business concerns. 


also an 


ACCOUNTING TERMINOLOGY : 
liminary report of a special 
terminology. Published by 
Company, New York, 193 


Book on pre- 
committee on 


The Century 


For many years the lack of uniformity in 
the terminology of accountancy had been de- 
plored on all sides, but 
to improve the 


no steps were taken 
situation until the annual 
convention of the American Institute of Ac- 
countants held in 1920, when it was decided 
to appoint a special committee on terminol- 
ogy Whose duty should be the compilation 
of a vocabulary of the words and expressions 
used in accountancy and the preparation of 
definitions. “Accounting Terminology” is 
the fruit of this special committee’s ten years 
of study and investigation. It is a glossary 
of over six hundred of the more important 
terms which are peculiar to the profession 
of accounting, 
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WHERE Do You Buy YOuR 


Reeord 


EMINGTON RAND produces nearly 

5,000,000 record forms every working day 
—a large percentage of them for mutual sav- 
ings banks. They have valued Library Bureau 
quality for more than thirty-five years. 


Production is based on nearly 50 years of form 
manufacture during which Library Bureau 
quality has never varied. The same reputable 
firms have exclusively supplied our stock for 
years and will continue to supply it in the 
future. Forms fit the record keeping jobs they 


Forms ? 


are asked to do. Ruling registers perfectly. 
Printing is double proof-read. Thorough final 
inspection eliminates all imperfect sheets. 


When next you need ledger or index cards, 
loose-leaf and other record forms, consult 
Remington Rand. Large-capacity plants mean 
low cost and prompt shipments. The coupon 
will bring a representative of Remington Rand 
to your desk with new ideas and economies 
for your record forms. Bank Department, 
Remington Rand, Buffalo, N. Y. 


Remington Rand 


I am interested in your views on record forms, especially the new triple-protected ledger card. 


Name__ 





Address 





Bank 








APPRAISAL OF MODERN TRUST SERVICE BY AN 
ATTORNEY AND EX-TRUST OFFICER 
SOME PRACTICAL “POINTERS” SUGGESTED BY PROFESSIONAL 
AND FIDUCIARY EXPERIENCE 


HAROLD E. FRASER 


Attorney-at-Law, Spokane, Washington, and former Executive Vice-president of the Old National Bank 
and Union Trust Company of Spokane 


(Ep1tor’s NoTE: The following article presents some very interesting suggestions and 


conclusions dealing with practical trust department operations. 


Mr. Fraser shows him- 


self to be a keen observer and in withdrawing from active trust work to engage in the 
practice of law, he brings viewpoints which often escape those who are absorbed in daily 


problems of administration. 


He touches upon such timely subjects as adequate trust 


compensation, taxation on living trusts, problems arising in the handling of irrevocable 
trusts, trust investments, desirable clauses in trust instruments and the fostering of 


sound relations with members of the Bar.) 


Y absence from the trust company 
field for a short time has merely in- 
tensified my respect, admiration and 

enthusiasm for the service for which I feel 
there is no duplicate or substitute. Most things 
human are transitory and temporary, but 
the corporate fiduciary can exist in perpet- 
uity. Insurance companies, it is true, fur- 
nish a wonderful service of limited extent 


but, in my judgment, the corporate fiduciary 
offers a complete service through the medium 
of its trusts and personal contact with bene- 
ficiaries. 


An Adequate Trust Wage 

I do not intend to engage in a critical 
tirade, but rather to touch upon a few points 
which with my previous acquaintance with 
the subject, I feel free to discuss frankly. 
First, I will refer to the important matter 
of adequate compensation. 

The other day I looked over a schedule of 
charges of one of our neighboring cities and 
found that no closing charges were provided 
under the heading of living trusts. There 
was a time when I was averse to opening 
and closing fees but, since my advent into 
the legal field where one realizes that time 
is money, I have come to feel that banks 
and trust companies are giving so generously 
of their time without compensation under 
the title “service” that they should call 
themselves eleemosynary corporations. 


Is there any reason why banks and trust 
companies should be singled out to be the 
ones to offer this superlative of free service 
when on every hand when one desires any- 
thing performed he has to pay for it? A 
short time ago I had an experience in clos- 


ing a trust estate. It involved several hours 
for about ten days before it was settled, and 
this included conferences between attorneys 
and correspondence with distant points. 
Upon closing the matter the party paid a fee 
of 1 per cent without a murmur; in fact, if 
it had not been charged he would probably 
have felt that something had been over- 
looked. 

The same may be said of acceptance fees. 
I do not like this terminology, because it 
sounds that which it is not. It sounds as 
though the bank were being paid a premium 
for the privilege of taking the business in- 
stead of being paid for services rendered. 
Would it not be preferable to denominate it 
an “opening service charge.” It would be 
so much easier for the client to comprehend 
as involving preparation and discussion of 
the trust instrument and the opening of the 
trust on the books. Your fees are based 
merely upon the collection and safekeeping 
of the assets. Virtually the same time is 
consumed in closing a trust and it is only 
reasonable that you should be compensated 
for it. 

If the trust business is to be a success, 
it must pay profits. This may also be said 
of escrow fees, the services for which involve 
the handling of money, valuable property 
and papers and continuous service, for 2 
ridiculously negligible sum. The same thing 
ean be said of your charges for collection. 
This service involves the handling of prop- 
erty of considerable value, the shipping of 
things valuable and while the client is more 
than willing to pay for the insurance and 
registration expenses you appear to be afraid 
to charge him a commensurate fee for your 
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own services. I do not believe the public 
expect such nominal fees and your income 
can be immeasurably augmented by charging 
adequate compensation for such responsibili- 
ties. 


Attorney’s Charges for Wills 


Clients often ask you when you urge them 
to write their wills, what charge will be 
involved. I believe it is your practice to 
say that the usual price is $10 and if the 
will is out of the ordinary, a larger amount 
is charged. The client goes to the attorney’s 
office and takes a great deal of time; often 
a discussion is engaged in when the client 
questions the intentions of the trust com- 
pany, saying, “what interest will they take 
in my child’—‘‘they are a cold-blooded cor- 
poration and will sell my property in the 
manner most easy to the officials.’”” Person- 
ally, I then launch into a selling campaigu 
and explain in detail the many instances of 
the reverse kind and the fact that the bank 
is indeed profligate in the use of its time 
“sans compensation” in the interest of the 
children and in its desire to see that the 
best price is obtained for property. 

Then there is the conference for the pur- 
pose of ascertaining the desire of the testa- 
tor as to distribution and the things that can 
be done and that cannot be done and why; 
then the dictation of the will, not the mere 
sitting down and dictating to an amanuensis 
but the careful planning and revising in or- 
der to eliminate possibilities of the plans 
being frustrated by either ambiguous state- 
ments or some slight slip of the tongue or 
inadvertent use of an inapt phrase; this is 
followed by the transcription by the stenog- 
rapher and perhaps rewriting of certain por- 
tions; then the subsequent interview when 
the client says the very first thing, “Oh, I 
forgot to make some provision for my pet 
niece,” or the like, or perhaps there is some 
phrase which does not strike the client the 
way it was intended, with the result that 
the whole thing has to be done again. May I 
suggest, therefore, some such phrase as “a 
nominal charge is made for a simple will but 
where a trust is concerned, or where con- 
siderable time is given to the preparation 
and discussion of the will it would, of course 
eall for a larger fee.” 


Compensation in Court Matters 


In the state of Washington our probate 
statute provides that the fees shall be fixed 
by the court. The procedure of our Superior 
Court is that the attorney and executor, ete., 
shall agree upon the fee before coming into 
court, then if the court finds that such sum 
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is too much (nothing is said if it is consid- 
ered too low) the court very plainly says so. 
In Spokane County the lawyers of the Spo- 
kane County Bar Association and, I believe, 
the then incumbents of the bench agreed 
upon a schedule of fees known as the Bar 
Schedule for the purpose of fixing a mini- 
mum list of fees for various services, includ- 
ing probate. When the final account comes 
before the court he asks if the fees are sat- 
isfactory to the executor; if not, he con- 
tinues the hearing until they come to an 
agreement, which often precipitates a very 
unenviable discussion, the court refusing to 
fix the fees according to law, and when 
agreed upon he computes the minimum Bar 
Schedule and only on the most rare occasions 
is the fee allowed greater than the schedule. 

As to the executor’s fees, these must be 
set forth in the final account, the purpose 
being to charge the heirs with notice; or, else 
a statement of the services must be incor- 
porated therein and only upon the most rare 
occasions is a fee allowed larger than the 
minimum Bar Schedule, thus treating it as 
the maximum. Preceding this statute Wash- 
ington had a fixed schedule of fees by law; 
it was felt that such fees were not always 
fair and the law was changed so that the 
fees be fixed by the court, which it does not. 
Other states have such enumerated fees and 
I believe it would be much more satisfac- 
tory to the corporate fiduciary and attorneys 
of Washington to have the fees fixed by 
law even upon a graduated scale according 
to the size of estates. 


Administration of Small Estates 

My experience as a trust officer with small 
estates is that it would be a great boon to 
the trust company to have some agency au- 
thorized by law to administer the smaller es- 
tates, such as a public administrator. It 
seems at present that when an estate is tov 
small with which to trouble people seek to 
have a trust company appointed. It is quile 
often the case that there is more work in- 
volved and without doubt the compensation 
allowed being based upon the same minimum 
schedule cannot begin to compensate the 
trust company. On the other hand our ex- 
perience with public administrators in other 
states has been anything but pleasing, and 
if their jurisdiction were not limited to cer- 
tain sized estates it may be the better of 
two evils to choose the present plan. How- 
ever, the subject is interesting and one which 
might be a fitting subject of special attention, 
but I present the matter for your considera- 
tion. 


at ete TZ) 
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Proven Principles of Safety 


necessities regardless of conditions. 
loans are made on hotels, apartment hotels, 
towering office buildings, theaters, garages, 
factories, leaseholds, or any special buildings. 


HE Lawyers Mortgage Company re- 
stricts its lending to Greater New 
York, Westchester and Nassau Counties. 


Within this area—the largest and most 
rapidly growing metropolis in the world 
—the Company operates only in carefully 
selected sections. As a further precaution 
it has for 27 years limited mortgages to 
business and residence properties—both 


No 


The Lawyers Mortgage Company has, 
and always will, avoid extremes and ad- 
here to the broad middle course of proven 
values and proven principles of safety. 
No loss to any investor. 


LAWYERS MORTGAGE 


COMPANY 


Capital and Surplus $22,000,000 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 

















Inheritance Taxes on Living Trusts 

The Federal Estate Tax Law in general 
provides that in the case of an irrevocable 
living trust where the trustor retains the 
income during his lifetime the tax adheres 
to the corpus on hand at death or pro rata 
according to the proportion of income re- 
served. The reason for this is that it is con- 
sidered that the trustor retained all the bene- 
fits of ownership except the right to sell, the 
transfer taking effect in possession and en- 
joyment at death. Greater force is given to 
a revocable trust. 

The question arises, if such trust is 
subject to federal estate tax, why is it not 
subject to an inheritance tax? If not indeed 
made in contemplation of death, it does take 
effect in possession and enjoyment at death, 
ard thus is in the nature of a final disposi- 
tion. If there is property which should be 
taxed there is no reason why a trust com- 
pany should be a party to its avoidance, in 
fact there may be some direct liability. I 
am Satisfied that, should the state assess and 
collect taxes thereupon many years thereafter 
with interest accrued, the beneficiaries would 
be justly indignant should the trustee seek 
to charge the trust with the interest, ani 
they would most blandly exclaim that they 





would have been quite willing that the tax 
be paid at the proper time to escape interest. 

When there is a retention by the trustor 
during his life and the distributive interests 
of the beneficiaries exceed their exemptions 
there is no reason why the trust should not 
be submitted to the Inheritance Tax Divi- 
sion upon the death of the trustor, to ascer- 
tain whether or not the same is subject to 
tax and the tax be paid if proper. There 
seems no question but that the trustee would 
be liable either to the state or the benefi- 
ciary or both. 


Irrevocable Trusts 

The subject of irrevocable trusts is an im- 
portant one, and from my experience I would 
earnestly recommend that trust companies 
take them only when it is absolutely impos- 
sible to avoid it. Unfortunately, at a later 
date, it is found that the terms do not en- 
tirely harmonize with the then understand- 
ing of the trustor. The terms of payment 
may not be satisfactory; the classes of in- 
vestment may seem to conflict with the ad- 
vice of some very close friend or investment 
specialist; some friend or relative has been 
forgotten or some child has become unfit to 
receive the portion set aside to him in re- 
mainder. 
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I would recommend that, in those cases 
when trust companies cannot do otherwise 
without losing a very good piece of business. 
they see to it that the trustor understands 
thoroughly the meaning of the term “irrev- 
ocable” and append to it the provision that 
it cannot be canceled or modified in any 
manner whatsoever, or else put a proviso so 
that it can be revoked under certain lim- 
ited conditions. It will be appreciated that 
the position of a trust company would be 
unenviable in defending a suit for recision 
and cancellation or reformation of trust 
against one of the gentler sex, particularly 
an old person. 


Purchase of Trust Securities and Conversion 
of “Illegal”? Securities 

One of the most difficult things and time- 
taking matters to sell to clients is the giv- 
ing to the trustee the right to purchase its 
own security offerings for the trust and the 
right to purchase them from the trust. A 
somewhat insidious suggestion probably has 
been insinuated by some one interested in 
its discontinuance and the client finds it diff- 
cult to dismiss the seed planted that the 
trust company will purchase its own “cats 
and dogs.” We know that is not a fact, yet 
only a few people, and they are of the more 
intelligent class, and unfortunately people 
of money are not always of the intelligentia, 
understand the reason for it, and I am glad 
to observe that there is a growing tendency 
against the practice. It is fraught with seri- 
ous questions, possible embarrassments and 
the trustee is virtually estopped to interpose 
a defense against a claim of negligence. 
Merely because it bought the security in the 
first place would afford no haven of refuge, 
but on the other hand it would be a further 
obstacle to surmount if the question were 
to be asked “did you not know or should 
you not have known the condition of the 
security when you bought it from yourself?” 
Any additional revenue thus derived I feel 
confident is much more than offset by the 
degree of chance taken by observing the 
practice. 

While on the subject of investments, I 
feel it well to touch briefly upon the matter 
of the conversion or properly the lack of 
conversion of illegal assets. The trust busi- 
ness has not developed to the point in the 
West where litigation has begun to accumu- 
late with reference to the erroneous acts of 
commission or omission of trustees, but I 
ean envision that this phase would be the 
most prolific source of litigation. Particu- 
larly is it desirable to convert unauthorized 
securities where additional assessments can 
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be imposed, like bank ,stocks or assessable 
securities. I would earnestly recommend 
that there be inserted in trusts or wills where 
appropriate, the provision that the trustee 
be authorized to retain any investments 
owned by the decedent at the date of his 
death. Of course this would not absolve the 
trustee from negligence, but it would afford 
some semblance of authority to retain the 
stock. 


Desirable Provisions in Trust Instruments 

Recently in attending to the details of the 
transfer of certain trusts, I was surprised 
to observe that in many instances no provi- 
sion was made for the retirement of a trus- 
tee and the appointment of a successor. Of 
course, there is always the other mode—that 
prescribed by the laws of equity jurisdiction. 
However, that is not always desirable. This 
condition is possibly indicative of other pro- 
visions often omitted from trust instru- 
ments. One particular attorney evidently 
had prepared the form of a bond indenture 
of trust upon an occasion and followed it 
consistently, accomplishing the same error or 
omission. 

May I suggest that when you have deter- 
mined upon an ideal form containing all the 
provisions for ordinary purposes that you 
keep a summary in a book to which you can 
refer as a check. I am aware of the fact 
that in many instances the instruments are 
prepared and presented to you and that you 
may pass them on to your attorneys for ex- 
amination, but even they may possibly pass 
more upon what is typewritten than what 
the instrument should contain. 

Another phase of this subject occurs to 
me, viz., the preparation of the instruments 
themselves. I heard a remark once from a 
bank official that if the trust officer could 
not draw a better instrument than a lawyer 
he should not occupy that position. Now I 
do not like to take issue upon such a subject 
yet I cannot refrain from criticising that 
viewpoint. Unless the trust officer has the 
advantage of a technical legal education I 
believe it would be to distinct advantage to 
have the instrument at least examined by 
one versed in the law. On the other hand, 
I feel that an instrument drawn by a lawyer 
could very profitably be examined by a trust 
officer. A fresh mind may observe some 
angle which the scrivener may have over- 
looked and vice versa. 

Then there are certain legal rights which 
should not be violated and which can often 
unconsciously be overlooked, in particular 
that arch offender, the rule against perpetui- 
ties. Another feature in the preparation of 
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trust instruments is the matter of the con- 
tinuance of trust into the third generation 
without use of capital. Thus the children 
are deprived of it no matter what age they 
attain and however advanced their attain- 
ments, while the grandchildren may inherit 
the entire principal at 21. I believe trusts 
would tend to prove more popular were some 
distribution made to the children during 
their lives. The remainder could well be pre- 
served to insure a livelihood and thus the 
recipients of a trust fund might prove to 
recommend rather than deprecate trust serv- 
ice. 

Another phase is that where in a will the 
widow is given the right of election to take 
under the will and waive her other rights. 
The chief objection to this I find is what 
the neighbors will say. This can very easily 
be obviated, as many other seeming hard- 
ships, by merely giving a word of explana- 
tion in the instrument, such as, “This pro- 
vision is only inserted in this my will after 
consultation and agreement with my wife, 
and is made for the purpose of protecting 
her from the responsibility of property man- 
agement and of the problems of investment.” 


Dealing With Attorneys 
In dealing with.the attorney in the prepa- 
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ration of a will or other instrument one 
will realize that the lawyer is not a whole 
organization and in many cases if not all it 
is because of his peculiar fitness for certain 
lines of legal work that his services are in 
demand. Seeing that he is somewhat of 
what we call in business a “one-man organi- 
zation,” if he is a competent man the chances 
are he will be busy. This may keep him 
from giving immediate attention to all mat- 
ters which come before him, but I believe 
that with the trust company gentleman’s 
agreement—that they will retain the lawyer 
who draws the instrument to probate the 
estate—if that is consistently followed, the 
bank may feel that he will give all such 
matters as prompt attention as possible. 


I cannot say with any greater surety or 
certainty at this time whether the average 
lawyer is favorable to the trust company, 
but my inclination would be turned toward 
the negative. My impression is that the 
lawyer rather likes to have his client come 
to see him and to retain his confidence and 
that the feeling may be present if not ex- 
pressed that when his client deals with the 
trust company “all hope of the lawyer 
is left behind” because of the excessive 
amount of free service and advice given. 1 
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IN CANADA 


The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 


THE ROYAL TRUST CO. 
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believe that trust companies should propa- 
gandize the lawyer, too, and for that matter 
the insurance underwriter. Keep them in- 
formed of current events with copies of press 
advertisements and booklets, a personal 
memorandum on a document or clipping 
which you think will be interesting to them 
—in short, make them feel that you are in- 
terested in them and I believe they will 
respond. 

The Title & Trust Company of Portland, 
through the efforts of our ingenious, alert 
and active friend Al Grutze, is most persis- 
tent in sending the lawyers some up-to-date 
information and suggestions, asking their 
ideas. To me, favored with being on their 
list, I have a feeling of satisfaction when I 
receive this reminder of their recognition. I 
have a growing feeling of their constant in- 
vestigation into the trust realm and it de- 
velops good will and confidence in their 
ability. 

The frequent reiteration of the things we 
desire to press home is good psychology. To 
make a congregation sing, have them sing 
the same things many times so that they 
will know them and a reiteration of trust 
company ideals and principles can be en- 
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gaged in profitably. Repeat the ads—let the 
people know that yours is a helpful service— 
that you endeavor to stand in the place of 
the parent to give counsel and advice to 
those of their kin whom you are privileged 
to serve; tell the people that the life insur- 
ance trust is calculated to give the greatest 
return on insurance proceeds with the addi- 
tion of the personal interest in the recipients 
and that the large institution is the more 
capably equipped because of its size to give 
the superlative of service. It is astonishing 
to find how many people do not know these 
things. 
? 
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PLAYLET TELLS “HOW TO DIE RIGHT” 

As a graphic demonstration of the difficul- 
ties that beset estate conservation and man- 
agement in the face of legal and tax prob- 
lems, the California National Bank of Sacra- 
mento, Cal., hit upon the idea of presenting 
a playlet entitled, ““How to Die Right.” ‘The 
author of the play is Ralph H. Morrill of the 
trust extension department of the bank. The 
presentation of this one-act play met with 
such immediate response that it has been 
shown to more than twenty service clubs in 
Sacramento and vicinity. 
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are RESULTS— 
not CAUSES 


The strength of a bank may be measured by 
the size and proportions of its published 
figures. 


Of greater significance, however, are the 
standing, character and experience of the 
men who direct its affairs and contribute to 
its service— 
ITS DIRECTORS, OFFICERS 
AND EMPLOYEES 


Here is an institution of proven strength and 
tested efficiency as indicated by steady and 
consistent growth for over a century and a 
quarter. 
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throughout the country. Your inquiry regarding fiduciary 
representation in this city is invited. 
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REAL ESTATE AND MORTGAGE PROBLEMS ENCOUNTERED 
IN THE TRUST DEPARTMENT 


SHOWING NEED OF MORE FLEXIBLE TRUST INDENTURES 


CHARLES F. ELLERY 
Assistant Secretary-Treasurer and Assistant Trust Officer, Fidelity Union Trust Company, Newark, N., J. 


(Epitor’s Note: The average trust officer’s task is today far from being a bed of 
There is principal and income to preserve in the face of declining values and 


loss of income where the trust estate embraces securities of the non-legal type coming 


from the testator or the trustor. 


Perhaps the most difficult problems are those arising 


from real estate and mortgage holdings which are forced upon the trust department. 


Here are some interesting examples.) 


estate may 


real 
department for 
Some 


HE ways in which 

come to the _ trust 

handling are many and varied. 
trust departments find real estate a neces- 
sary evil while others think well enough of 
it to have a real estate department doing an 
out and out real estate business in compe- 
tition with real estate brokers. The real 
estate business cannot be construed to be 
commercial or trust banking in any way, 
and it is my belief based on ten years’ ex- 
perience in the real estate business and fif- 
years in the trust business that the 
two cannot be satisfactorily conducted to- 
gether. The viewpoint of owner is not that 
of broker and you cannot successfully be on 
both sides of the fence at the same time. 


teen 


More Flexible Trust Indentures 

The place to solve most or at least a great 
many of the problems which arise in con- 
nection with real estate in our trusts is to 
draw the trust indenture with some degree of 
flexibility. Circumstances very often arise 
which develop the trust to the point where 
perhaps it would have been better for it not 
to have been made, at least to have been 
made in a different manner. To illustrate: 

A doctor died leaving an estate consisting 
entirely of real estate. With the exception 
of a farm which he used as a summer home, 
it was situated in the section in which he 
practiced and where he made his home. He 
loved the section and decided it would great- 
ly enhance in value. He died leaving a will 
in which he gave three maiden nieces the 
income for life. The buildings were old when 
he died, the nieces were only middle aged 
and are still alive. The buildings were what 
is known as cold water flats, no improve- 





ments but cold water and gas, even the toilets 
were in the yard. 

The will gave no discretionary powers to 
the trustee and no power of sale. The houses . 
grew older, needing constant repairs and 
with the demand for modern improvements 
even by the poorest of people, it became 
harder and harder to rent them. The farm 
was a heavy drain and the life tenants net- 
ted but little. There was a temporary res- 
pite when the housing shortage developed 
after the war, and the situation was further 
helped when the court granted the petition 
of the trustee and authorized the sale of 
the farm. Today the situation is again acute. 
The trustee, while it can make repairs, can- 
not put in improvements. Due to this, there 
are many vacancies. The neighborhood is 
now almost entirely foreign, and to conserve 
the estate for the remainder interest, the 
life tenants are suffering. Surely the trustor 
intended no such result. 

So one of the problems is rigidity of trust 
indentures. 


Problem of Working Capital 

Another very large problem is working 
capital. This is a real problem and one diffi- 
cult of solving. Last November a will under 
which my company is executor and trustee 
became operative. We found the assets to 
consist of a small amount of life insurance, 
in this case luckily payable to the estate, a 
very few securities, a proprietorship in an 
almost obsolete business, and three parcels 
of real estate: the home, a summer home, 
and a very large central business property 
of a type rented to one tenant. 

The proceeds of the life insurance and of 
the stocks will be only sufficient to pay in- 
heritance taxes and administration expenses. 
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The properties are all heavily mortgaged 
and the tenant has vacated. Ten thousand 
dollars annually is required to carry these 
properties. If a new tenant cannot be found 
—well it is one of the reasons why I am 
getting bald and gray. I mention this estate 
simply to illustrate that under a will we take 
what we get and work with the tools which 
our testator leaves us, but we all take on 
trusts from living persons which reach the 
same point as the one just mentioned. 


A Complicated Domestic Problem 

A wife found that her husband was keep- 
ing a friend of the other sex in an apart- 
ment in a neighboring suburb, posing as a 
man and wife. On her noisy objections, the 
landlord invited him to move. He bought the 
apartment house which, of course, settled 
the landlord; but the wife continued to ob- 
ject, to the point where he had to choose be- 
tween them, and he chose the lady friend. 
The property settlement, on the separation 
of the husband and wife called for a trustee 
and my company was selected. The separa- 
tion agreement called for two thousand five 
hundred ($2,500) dollars per year, payable 
monthly. To insure this he deeded the home 
and the apartment house to our company as 
trustee. 

The apartment house never produced this 
amount net and so an additional fund of 
twenty-five thousand ($25,000) dollars was 
deposited with the trustee. Under the trust 
agreement the wife is paid the net incom: 
until her death or remarriage. For a few 
years, affairs progressed satisfactorily but 
with the decline of the purchasing power of 
the dollar and the advent of automatic ele- 
vators, electric refrigeration, ete., it has be- 
come impossible to net two thousand five 
hundred ($2,500) dollars per year in this 
trust and the income has been cut. 

This trustor met sudden death in an auto 
accident shortly after the trust was estab- 
lished so it was not possible to get addi- 
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tional funds but the anxieties of both the 
beneficiary and the trustee would be less if 
sufficient capital was available to keep the 
property modern and provide for emergen- 
cies. 

A More Successful Assignment 

A family had inherited an estate both real 
and personal. The personal was divided ac- 
cording to the will, and the real estate was 
owned jointly. They were all married and 
the in-laws all became part of the picture 
and after a while there were many differ- 
ences of opinion. Finally they agreed long 
enough to decide to have a bank take over 
the properties to manage and sell. Our com- 
pany, in an optimistic moment, accepted the 
trust under a power of attorney. The prop- 
erties were very old and to keep them oe- 
cupied it was necessary to make many re- 
pairs. The owners refused to accumulate any 
income or contribute any funds to the up- 
keep. There was great dissatisfaction on 
both sides, until in the rising real estate 
market of 1920 to 1925 we were successful 
in selling to the satisfaction of all. 

If real property is to be in trust, it is al- 
most essential that there be working capital 
available either in the form of excess in- 
come or additional funds. We are in busi- 
ness to make a profit and build good will. It 
is most difficult to build good will on ae- 
counts such as the last two I have mentioned 
and certainly we cannot make money on 
them. 


The Mortgage Problems 


A great many of the problems pertaining 
to mortgages are automatically solved by 
the laws applying to them. In a number of 
states trustees are allowed to invest in first 
mortgages on improved real estate not in 
excess of sixty (60%) per cent of its value 
and as the rate of return on mortgages is 
generally greater than on other legals, a 
good percentage of trust funds is placed in 
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mortgages. A mortgage properly placed on 
property, the appraisal of which is on a 
sound and conservative basis, seldom gives 
the mortgagee trouble. 

As to the placing of mortgage money, the 
greatest factor is Common sense. Consider 
carefully the value, its income, the type of 
property, its practicality, its suitability to 
its location, the construction of the build- 
ings, their adaptability to other uses if nec- 
essary, its marketability; apply all the theo- 
ries of appraisal if seen fit, but above all 
use plain common sense sometimes known 
as “horse sense” and consider, would you 
want to own the property and could you sell 
it for an amount reasonably in excess of the 
proposed mortgage to cover costs. If your 
answers to all the first questions are yes, 
and the answer to the last two questions is 
no, then do not place the mortgage. 


Results of Sound Policy 


It may seem marvelous in these times but 
our company, with more than forty-five mil- 
lion ($45,000,000) dollars of trust funds in 
mortgages of which half are not guaranteed 
as to principal and interest and which were 
placed by ourselves on our own appraisals 
made by the above rules, has not taken over 
any real property by foreclosure and at the 
present time has only two mortgages under 
foreclosure. Our mortgages range _ in 
amounts from one thousand ($1,000) to four 
hundred fifty thousand ($450,000) dollars 
and as we add from five million ($5,000,000 ) 
to eight million ($8,000,000) dollars to our 
mortgages each year, in spite of estates 
closed with mortgages distributed to benefi- 
ciaries, and with mortgages paid off, it may 
be readily seen that there is a constant 
pressure to get additional mortgages. Under 
conditions such as this, it is more than ordi- 
narily necessary to use common sense to 
offset the desire to put the money out and 
get it working. 
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Dealing With Second Mortgages 
Prior to 1927 it was an exception for any 
account which came to us in the trust de- 
partment to have second mortgages. Since 
that time a great many have come our way, 
bringing additional concern and problems. 


We were appointed guardian of a lunatic. 
The affliction was brought on by various rea- 
sons, the culminating one being carbon 
monoxide poisoning. He had been a profes- 
sional man with a gross income of one thou- 
sand four hundred ($1,400) dollars per 
month from his practice. The estate which 
came to uS was appraised at sixty thousand 
($60,000) dollars. It consisted almost in its 
entirety of mortgages, two of which were 
first mortgages on unimproved land and the 
balance of which were second, and yes in 
one case third mortgages. There were two 
very small children and a wife. The court 
authorized the support of the lunatic and 
his family from principal as well as income. 

Today in two years, the estate has shrunk 
to less than twenty thousand ($20,000) dol- 
lars with danger of further shrinkage. The 
shrinkage has not come about solely by the 
principal payments to the family but largely 
because of the desire for a large return on 
money invested; it being possible to exact 
large bonuses on second mortgages, made 
these gentlemen forget all precaution and 
speculate wildly, so that a number of mort- 
gages have been written off through the fore- 
closure of the first mortgage. 

The problems have been many. The day 
after our appointment, we were called upon 
to decide what action we would take to save 
one of the mortgages. The sheriff’s sale, un- 
der the foreclosure of the first mortgage 
was to be held in a few days. An appraisal 
of the property disclosed that there was suffi- 
cient value to warrant protecting at least 
part of the second mortgage but little cash 
was available to do so. 













194 


Purchased Property at Sheriff’s Sale 

There was a possible buyer of the prop- 
erty available and so we purchased the prop- 
erty at the sheriff’s sale. We raised enough 
cash in the account to pay the usual ten per 
cent (10%) on the sale. We then prevailed 
upon the first mortgagee which was a Build- 
ing and Loan Association to continue its 
first mortgage on the proviso of payments 
being brought up to date. We then assigned 
our bid to the proposed purchaser, who paid 
us by reimbursing us for the ten per cent 
(10%) deposit and giving us back a new 
second mortgage for five hundred ($500) 
dollars less than the original. Through this 
action we saved the account one thousand 
six hundred ($1,600) dollars instead of losing 
two thousand one hundred ($2,100) dollars. 


Another Second Mortgage Comes Due 

In the same account another second mort- 
gage came due and fell in default. The ap- 
praisal disclosed we had almost no leeway. 
The first mortgage, also a Building and Loan, 

vas four months in arrears, a year’s taxes 

were unpaid and the house needed painting. 
It was impossible for the owner to get a 
new second mortgage. It seemed hopeless. 
On a chance that cooperation between mort- 
gagees was better than foreclosure we con- 
sulted with counsel for the first mortgagee 
and decided to work together. A conference 
was held with the owner and it was agreed 
to use all the income to pay taxes first, then 
the Building and Loan arrears and then our 
interest, waiting later for our principal. This 
plan was followed. The Building and Loan 
payments were made, taxes were kept up to 
date and we received our interest. 

Recently the Building and Loan reinstated 
its mortgage at the amount to which it had 
been reduced thus reducing the monthly pay- 
ments. The house has been painted, and be- 
ginning with June our second mortgage is 
to be reduced monthly. 


Other Mortgage Problems 

Another account paralleling this one to a 
degree had in it a second mortgage company 
representing an investment of fifty thousand 
($50,000) dollars. With the passing of the 
decedent of whose will we are executor and 
who owned all of the stock it became neces- 
sary to liquidate. We reorganized the com- 
pany putting myself and another of our offi- 
cers on the board and I went in as secre- 
tary-treasurer to liquidate the company. 
Fortunately we have been able to collect 
some of the mortgages, in four cases we 
have foreclosed and taken the real estate, 
and in three cases have written off the mort- 
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gages as a loss. If we are successful in 
collecting judgments, which we have obtained 
by suing on the bonds, and sell the real 
estate for favorable prices there will be no 
loss. We have used our best judgment and 
can only hope for the best, but you can 
readily see the numerous problems which 
arise. 

Naturally there are many other problems 
in the handling of real estate and mortgages. 
One of paramount importance is personne!. 
Trained, experienced workers, who are really 
specialists in their line are needed. If we 
have this kind of employees we will have 
proper and efficient management. To get 
them it is necessary to pay right salaries. 
Mistakes can be very costly and it is far 
better to buy the knowledge needed before 
the mistake than after. 

ge a & 
IS THE LEGAL PROFESSION OVER- 
MANNED 

Some interesting statistics have recently 
been compiled as to the number of lawyers 
on the basis of population in various coun- 
tries. In the United States there is one law- 
yer for each 862 of the population. The fig- 
ure in New York State, where there were 
18,473 lawyers in 1920, is one lawyer for 
each 562 of population. In England and 
Wales there are 17,946 lawyers (barristers, 
2,978, solicitors, 14,953) or one for each 2,111 
of population. In Australia the proportion 
is about the same as in Canada, one lawyer 
for each 1,470 of population. In France the 
proportion is one lawyer for each 4,585 of 
population, and in Germany, one for each 
4,134. 


Scott Carpenter, a vice-president of the 


Commerce, at Detroit, 
member of the 
Guardian De- 


National Bank of 
Mich., has been elected a 
operating committee of the 
troit Union Group, Inc. 

Ronald Ransom, vice-president of the Ful- 
ton National Bank of Atlanta, Ga., has been 
appointed chairman of the committee on 
standard forms of the bank management 
commission of the American Bankers Asso- 
ciation. 

The First National Bank of Logansport, 
Ind., has purchased the assets and absorbed 
the business of the City & State Nationai 
Bank & Trust Company. 

Harry R. Dobler has been elected presi- 
dent of the newly organized Security Trust 
Company of Newark, N. J. 

Donald Falconer, Jr., is the new president 
of the San Francisco Chapter of the Ameri- 
can Institute of Banking which has a total 
enrollment of 2,722 members. 
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L HANOVER BANK & TRUST COMPANY 
NEW YORK CITY 


One of three 
main entrances 
at 70 Broadway 


Great Resources Demand Great Vaults 


HE merger of the Central Union Trust Company of New 

York and the Hanover National Bank in 1929 brought to- 
gether combined resources of nearly $1,000,000,000. Protection 
of these vast resources at 70 Broadway required the installation 
of additional and stronger vaults. The selection of the York Or- 
ganization to do the job is gratifying recognition of York’s 
world-wide preeminence. 


Entrances to the new vaults include three great main doors, each 
weighing approximately 120,000 pounds. These entrances are 
equipped with lowering platforms and each vault is further pro- 
vided with a circular emergency entrance of the same thickness 
as the main entrance. 


YORK SAFE & LOCK CO. 


York, Pennsylvania 
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Manufacturers and Builders of the World’s Greatest Vaults 
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SEATTLE CHICAGO MONTREAL SHANGHAI 


ee 
( 


©) IIe eee ere rere; “ 


ABVIVANIVONIYON IYO IVONIYOXIVeViVeNiVeviiveviveriveXivevivexivevive\ivey 


. 


( 





TRUST COMPANIES 


(CTronlamia 
A.T. & T. 
stockholders 


1927-1930 


1930 exceeded 
1927 - 1928 - 1929 put together 


During 1930 the number of 
American Telephone and Tele- 
graph Company stockholders in- 
creased 97,893 — a greater gain 
than for the three preceding 
years put together. In the first 
six months of 1931 approxi- 
mately 34,000 have been added. 
The total is now more than 
600,000 . 

No individual owns as much 
as one per cent of the outstanding 
shares. The average holding is 


31 shares, and ownership is 
widespread in every state of the 
Union. 

The company is owned by 
the public. Its policy is “‘to ren- 
der the best possible service at 
the lowest cost consistent with 
financial safety.’’ This policy has 
become a security behind the in- 
vestment. Dividends have been 
paid regularly for half a century. 

May we send you a copy of our 
booklet, ““Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 





INFLUENCE AND PLACE OF WOMEN IN TRUST WORK 


DEALING WITH THE PROBLEMS OF WOMEN BENEFICIARIES 


EMMA E. LANGE 
Trust Officer, Bank of Montclair, Montclair, New Jersey 


(Eprror’s Note: Miss Lange has been connected with the Bank of Montclair since 


1922, 


1926. 


was appointed assistant trust officer in January, 1923, and trust officer in June, 
Prior to her connection with the Bank of Montclair Miss Lange had a varied busi- 


ness experience both in private investment banking and industrial finance.) 


ERTAIN natural laws or events are 

no doubt responsible for many people 

finding the exact work for which they 
are intended and in which they are most 
happy. If we are content in our work that 
is evidence that there is a natural fitness 
and aptitude for that work. Anyone engaged 
in trust work cannot, in my opinion, resist 
being contented because I know of no effort 
of human kind that opens a wider door to 
serve—and to serve without being servile 
brings its own reward of happy days and 
hours. 


No Valid Objection to Women in Trust 
Work 

To relate my ideas about women in the 
trust field, is but to reiterate what has been 
spoken and written so many times during the 
past few years since women have, of their 
own volition, or by force of circumstances, 
entered business and the professions. I have 
yet to see or read any valid objection to 
women being engaged in trust work. 

Women today possess so great a share of 
the wealth of the world in the form of real 
and personal property, and this being the 
case, why should they not be willing and, as 
my experience has shown, anxious to discuss 
their affairs and their problems with a wom- 
an. The equipment necessary to discuss 
the care, disposition and management of 
property can be acquired by a woman as well 
as by a man. 

I have no sympathy with the view some- 
times expressed that women shall dominate 
this or that of life’s activities. It is not and 
never should be a case of dominance, but the 
most wholehearted cooperation with merit 
and the needs of the case as the governing 
factors. The woman who possesses prop- 
erty and may, therefore, exercise her privi- 
lege in its disposition either before or after 
death, does not always have the same char- 


acteristics as the woman who finds herself 
the beneficiary of an estate which she had 
no direct part in creating. The former is 
frequently possessed of more poise because 
she has learned perhaps by experience that 
to be at all times possessed of a fine balance 
is to be ready for those unforeseen emer- 
gencies which always arise in the possession 
and management of property. 


The Woman Beneficiary 
The woman beneficiary of an estate or 
trust does not always possess the knowledge 
of hardship in its acquirement. This, of 
course, is regrettable, but in most instances 
the property was being acquired during the 


Miss EmMMa E. LANGE 
Trust Officer of the Bank of Montclair, Montclair, New Jersey 
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years of her homekeeping and motherhood. 
This necessity separated her from many 
of the actualities of life as they exist in the 
business and professional world. Then when 
the day arrives that she must pin her faith 
to someone in the trust department, she does 
not always know just how to shape her 
thinking processes, and therefore, her con- 
duct. In many instances she should be com- 
forted because there is a certain pathos to 
her life when she realizes that the romance 
is at an end and for the remainder of her 
days she is to make her life conform to new 
and different conditions. At a time like this 
to meet a woman officer is an untold relief. 
Once in a great while we find a tinge of 
hatred in this type of woman because the 
deceased had seen fit to restrict the free use 
of real or personal property. That conditioa 
again only opens a door to service by ex- 
plaining the reasons for the protection which 
she is sure to realize in due course and, 
therefore, justify later on. 

Women are not essentially different from 
men in their business dealings although my 
own term of office in this field has convinced 
me that in the years ahead, more women 
will serve in these capacities because the 
demand for someone who by birth, training 


and temperament will understand the wom- 
an’s language just a little clearer than one 
not so created will be increased by the wom- 
an customer as well as the testators leaving 
women dependents. When the law of supply 
and demand really begins to operate in this 
field, it will not be ignored any more than it 
is in other fields of endeavor although at 
no time will or should men be expected to 
step aside for the so-called “onward march 
of women” in this field. The field will be 
properly filled through the passage of time 
and in accordance with the needs of the 
hour by both men and women without fear 
of competition. 


UNION BANK AND TRUST COMPANY 

The Union Bank & Trust Company of Los 
Angeles continues to maintain the excellent 
record for earnings which marked the first 
half of the current year. Besides paying 
dividend to stockholders at the rate of $350,- 
000 a year the net earnings for the first six 
months of 1931 were more than seven per 
cent above those of the same period last 
year, and three per cent in excess of the 
earnings for the first half of 1929. Deposits 
have increased approximately $3,000,000 in 
the last twelve months. 





PROTECTION FOR TRUST COMPANIES ACTING 
AS TRANSFER AGENTS AND REGISTRAR 


DESIRABLE PROVISIONS TO BE INCORPORATED IN AGREEMENT 


HARLEY E. STEVENS 
Of the San Francisco Bar 


(Epitor’s NOTE: 


In the preceding June and July issues of Trust CoMPANIEs, Mr. 


Stevens discussed available insurance and bond protection for trust companies and banks 


acting in 


individual and corporate trust capacities, pointing out also those liabilities 


which are not definitely covered and where the fiduciary must be especially vigilant. In 
the following and closing installment Mr. Stevens discusses the responsibilities arising 
from transfer agent and registrar functions and the precautions for protection which 


are to be observed.) 


HE problems faced by fiduciaries act- 

ing as transfer agents and registrars 

are many, and the possibilities of loss 
without reimbursement unless the fiduciary 
be adequately “covered,” appreciable. It is 
obvious that time does not allow an ade- 
quate consideration of this subject and, fur- 
thermore, there is no real need for any ex- 
tended discussion. 

The corporate transfer agent and the regis- 
trar should first of all, so far as consistent 
with the purposes of their appointment, seek 
to absolve themselves from liability in their 
agreements of appointment by adequate pro- 
visions specifically limiting their liability and 
providing for indemnification. Thus, there 
ought to be included in the contract of ap- 
pointment a provision that the agent may 
apply to its counsel, or that of the principal, 
for instructions and advice, and for any ac- 
tion taken pursuant thereto be protected and 
indemnified; that, in the case of lost or de- 
stroyed certificates, before a new certificate 
be registered, the agent be indemnified by 
way of a corporate surety bond satisfactory 
in form to the agent, wherein it is expressly 
named as an obligee; that the agent shall 
be protected in relying on signatures of offi- 
cers of the issuing company believed in good 
faith to be genuine. 


Many transfer agents now demand a pro- 
vision be inserted that the principal shall 
indemnify them for any act done in good 
faith in reliance on any instrument, order 
or stock certificate believed by them to be 


genuine and properly executed. But even 
with this protection, it must be realized that 
the trend of modern cases is to deny the 


full protection of these broad immunity pro- 
visions. 


Specific Insurance to Be Carried 

It would seem wise that any bank or com- 
pany acting as a corporate transfer agent 
and registrar should insure itself against 
any loss which might be sustained by either 
the corporation or such bank or company, 
on account of countersignature or registra- 
tion of stock issued by the corporation which 
has been forged, counterfeited, raised or 
otherwise altered, or lost or stolen; or on 
account of transfers made relying in good 
faith of any assignments, bills of sale, pow- 
ers of attorney, guarantees, endorsements or 
other instruments, certificates or documents 
required by the transfer agent as a prerequi- 
site of countersignature or registration which 
shall have been forged, raised, or other- 
wise altered, or stolen. 

Similar protection should be obtained 
against the issue and transfer of interim 
receipts, interim certificates, warrants or 
rights, and, of course, the “fiduciary” should 
protect itself against the fraudulent acts of 
its own employees, not only in this instance, 
but in every situation. All these “coverages” 
are offered by various bonding companies in 
the so-called “Securities Bond—Standard 
Form No. 1 Revised,’ which also indemni- 
fies the bank, against losses sustained by 
reason of having guaranteed in writing or 
witnessed any signature, whether for valu- 
able consideration or otherwise. This latter 
protection is much to be desired in view of 
the present uncertainty which exists as the 
liability incurred by virtue of such guaranty. 


Personal Indemnity Bonds Should Not Be 
Accepted 

The acceptance by the fiduciary of per- 

sonal bonds for its indemnification in the 
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performance of any of its functions—as cor- 
porate trustee, executor, administrator, trus- 
tee of private or court trust, transfer agent 
or registrar, is always fraught with danger, 
and should be discouraged. How often have 
trust officers been approached in the case of 
lost certificates of stock, missing bonds or 
lost coupons, with the request that they issue 
new securities, and accept a personal bond 
for your protection? Whenever they accept 
such bond they, of course, take the risk that 
the guarantor may later become insolvent, 
his guaranty thus being valueless. If he 
dies, it is necessary to file a contingeut 
Claim against the principal's estate, which 
often results in delay in the settlement of his 
estate, inasmuch as no final decree of dis- 
tribution may be made until adequate pro- 
vision has been made by the decedent’s rep- 
resentatives to take care of their claim. 
Moreover, it must be remembered that the 
guaranty itself will expire within the statu- 
tory period provided in such cases, and that 
in California the guarantor’s liability on an 
unconditional guaranty accrues at the time 
of its execution. 


Issuance of Duplicate Securities 
In this connection, it is encouraging to 


know that adequate provision has now been 
made by California: law for the procedure 
in these cases of lost securities and for the 
protection of the fiduciary in the counter- 
signature of new securities issued in lieu 
of securities alleged to be lost. I refer fidu- 
ciaries engaged in stock transfer work, or 
acting as corporate trustees under trust in- 
dentures, to section 329 and section 330, 17, 
Assembly Bill 1,000, which 
been approved by the Legislature and 
sumably will receive the Governor’s§ ap- 
proval, with the that the strict 
adherence to the procedure there suggested 
will offer the best protection I know. 


Other Subjects of Liability 

I conclude, realizing that my discussion of 
the subject has been somewhat discursive, 
and that I have left untouched many impor- 
tant matters which might well have been 
accorded more time—such as the liabilities 
of “fiduciaries” in the handling of econstruc- 
tion loans where the matters of surety bonds 
for completion, their proper form, payment 
of laborers, and priority of lien are of great 
importance; or the attendant 
property management under agency agree- 
ments or trusts, involving such vexatious 
questions as the enforcement of rentals, evic 
tions, the necessity of carrying public liabil- 
ity insurance coverage on unimproved prop- 
erty, the proper distribution and charging of 
expenses to principal or income of property 
Where life tenants and 
concerned, et cetera; or 


et seq. of has 


pre- 


suggestion 


risks 


upon 


remaindermen are 
the advisability of 
obtaining title insurance in every case where 
money is to be lent or 
tate. All and 
attention. 
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DUTIES OF A BANK AUDITOR 

Speaking at the National 
Bank Auditors and Controllers, 
Grayson, auditor of the Federal 
Bank of Cleveland, stated: 

“The Auditor of today is considerably 
more than he used to be, as in the majority 
of the large banks he is the direct 
tative of the Board of Directors, and is 
charged with the responsibility of seeing 
that its policies are carried out and to ini- 
tiate systems of control that safeguard the 
interests of the stockholders and depositors. 
Although he must be alert in going about his 
work to find errors of omission and com- 
missions, his main efforts are expended in 
setting up safeguards that should prevent 
errors and misapplication of funds.” 


Conference of 
Frank V. 
Reserve 


represen- 





WHEREIN 


TRUST DEPARTMENTS GAIN 


“GOOD WILL” 


AND PERFORM HUMANITARIAN SERVICES 


BUSINESS DEPRESSION AND STOCK DECLINE REVEAL VALUE OF 
TRUST ADMINISTRATION 


JAMES D. FISHER 
Manager, Estates Division of the Trust Department of the Colorado National Bank, Denver, Colo. 


(EpitTor’s NOTE: 


Practically every trust department can cite instances where dis- 


gruntled beneficiaries of trust estates have been converted to loyal and cordial friend- 
ship by the timely disposal of speculative stocks and losses due to depreciation in values 
as a result of resisting personal demands, especially during the period of “prosperity” 


preceding the stock market crash. 
illuminating expericnces of the 


FEW illustrations of trust de- 
partments’ work, satisfactorily per- 
formed, will prove that their service 
only useful and humane, but that 
every service trust departments render lends 
itself to bearing will for their 
Consider the conservation of an estate: 


our 


is not 


food banks. 


Disposing of Speculative Stock 

A trust department administered the es- 
tate of a man of our city who was eminent 
in local professional circles, as well as na- 
tionally prominent, and of considerable 
wealth. He was an enthusiast about a par- 
ticular corporation, and the major part of 
his estate invested in its His 
will gave the bank the usual discretionary 
powers as executor and created three trusts 
for his family. When the estate was ana- 
lvzed, it was immediately apparent that it 
was overloaded by security—and that 
one speculative, The market was unsteady; 
not a moment was to be lost. Without even 
Waiting for the probate of the will, appoint- 
ment as special administrator was secured 
and, under order of court, all of that stock 
was sold at once and the proceeds reinvested 
in sound and diversified The price 
obtained for the four times its 
present market value. As a result of this 
prompt action in conserving the estate, each 
one of the three trusts has, today, safe as- 
sets of a value greater than all three com- 
bined would have shown, had the bank re- 
tained the stock the decedent so greatly 
favored. 

The natural results followed. The family, 
at first strongly inclined to have the bank 
retain the testator’s pet stock, are now zeal- 
ous advertisers for that trust department 
and the bank. Further, the testator had a 


was stock. 


one 


assets. 


stock was 


This paper tells of such cases and also gives some 
humanitarian aspect of conscientious trust management. ) 


wide circle of friends, many of whom knew 
of the particular stock in which he had in- 
vested so heavily. A number of them have 
learned indirectly of the conservation afford- 
ed their friend’s estate. The psychological 
effect is invaluable. 

Living trusts are susceptible of many ad- 
vantages to the public. The proper minimiz- 
ing of various forms of taxation; the avoid- 
ance of court administration with its attend- 
ing expenses and delay; the lightening of 
responsibility for those of declining years 
and the placing of the trustor’s assets beyond 
the vicissitudes of his own folly or poor 
judgment, are but a few instances of their 
advantages. These, coupled with the bene- 
fits of trust department service in the way 
of continuity of existence, strict adherence 
to the agreement under which it serves, finan- 
cial responsibility and expert management, 
have brought favor in the eye of the public 
upon these trusts and upon our banks which 
administer them. Today, when a man thinks 
of a personal trust, he thinks of a bank or 
trust company. Of the 90,000 living trusts 
being administered by trust departments, 
only a very few would have been created 
if there had been no choice but that of an 
individual as trustee. 


An Instance Brought to Light by the Stock 
Market Crash 


The crash in the stock market brought to 
light, no doubt, many instances such as the 


following: <A retired business man put half 
of his large fortune into an irrevocable liv- 
ing trust, with a bank as trustee. Having 
been successful in the stock market, he con- 
tinued speculating with his remaining free 
assets. When the collapse started, he imme- 
diately was in difficulties; as it continued, 
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his free assets dwindled. He wanted to up- 
set the trust and, as he termed it, save him- 
self. When he was not in his broker’s office, 
he was in the trust department, demanding 
release of the trust’s threatening 
court action and what not. Today his free 
assets are wiped out, but the trust is intact. 
It has proved the very salvation of himself 
and his family and the bank, he now de- 
clares, is their best friend. 

Trusteeships that, at least in part, carry on 
after death, such as life insurance, testamen- 
tary and some personal trusts, do not always 
find immediate favor in the eyes of the bene- 
ficiaries. Quite often the life tenant is in- 
tensely disappointed to find the entire prin- 
cipal placed in trust, instead of being turned 
over to him at the trustor’s death. Even 
though a beneficiary is inexperienced in busi- 
ness, and in every way the creation of a 
trust, when soberly considered, is evidently 
a godsend to him, nevertheless his reaction 
to the trust and his attitude to the trustee 
is often anything but pleasant. However, 
tact and patience in handling him, coupled 
with efficient administration of the trust, is 
almost sure, in the long run, to win the good 
will of the beneficiary for the trust depart- 
ment and the bank. 


How a Widow Changed Her Mind 

A few years ago a bank was paid a large 
sum of money under an _ insurance trust 
which made the decedent’s widow life tenant, 
and his young children the ultimate remain- 
dermen. When the trust agreement was read 
to the widow, she made no effort to conceal 
her hearty disapproval of the trust and of 
the bank. She felt she should have had the 
funds absolutely—she disliked not having at 
least something to do with their management. 
She was told she would be kept advised of 
investments and, to appease her, the bank 
even offered to consult with her before mak- 
ing them. But soon she wished to dictate, 


assets, 


and gradually developed into one of the best 
cases in history of a woman completely taken 
in by the “advice” of alleged “friends.” Al 
most weekly some one of her very best 
friends presented some scheme, highly spec- 
ulative even when not palpably fraudulent, 
to aid her in building up the trust to tre- 
mendous figures. 

The bank was kept busy rejecting these of- 
ferings and, as one by one the bubbles burst, 
the good lady at last commenced to realize 
that the insurance funds in her own hands, 
plus her own gullibility, would have spelled 
disaster to herself and her children. She 
now tells her friends that her husband was 
wise and farsighted, and that both the trust 
and the bank are wonderful. And so that 
trust department, even under difficulties, 
eventually became again a bearer of good 
will. 

Opportunities for Humanitarian Service 

Opportunities for helpful, humanitarian 
service are constantly being presented to our 
trust departments and, if successfully met, 
become builders of good will, not only for 
the departments themselves but for the banks 
they represent. For example, the humani- 
tarian side of the office of guardian of mi- 
nors, conservator of mental incompetents, 
and the like, has a strong appeal to general 
public good will, and stamps out the idea, 
still lingering with many, of the “soulless 
corporation.” 

A trust department in one of our larger 
cities has, for fifteen years, acted as guard- 
ian of a family of six orphaned children. 
Their small estate has been efficiently con- 
served, their daily needs were attended to 
by arranging to get each of them a good 
home; their education was given careful at- 
tention, two of the boys having graduated 
from Harvard. Three of the family have 
already embarked on desirable careers. The 
bank is still assisting them. 
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A bank was appointed conservator of the 
estate of a woman inmate of our State In- 
sane Asylum. A basket of fruit and the like 
was sent to her at regular intervals; her 
needs in the way of clothing and things for 
comfort were supplied. At a slight improve- 
ment in her condition, she was transferred to 
a happier environment in a private sanitori- 
um. Once a week, by arrangement with the 
hospital staff, she is taken to town, occasion- 
ally to a theater. She cannot be cured of 
her hallucinations, but all that can be done 
for her welfare is being done. By attention 
to the human side of our profession, the 
word “soulless” as applied to our banks, is 
being changed to “humane.” 

Protection to Investors and Trust Clients 

Not only are communities appreciative of 
humane service but of protective service, 
such as that rendered by a trustee under a 
bond issue. The investing public knows that 
when a bank, with its corps of trained men 
and attorneys, so serves, investors are pro- 
tected against mistakes, willful or otherwise, 
on the part of the borrowing corporation. Of 
greater importance is the fact that, today, 
trust departments will not accept such a 
trusteeship unless, after a searching investi- 
gation, they are convinced the proposed loan 
is sound in all its aspects. No careful bank 
will otherwise lend its name as trustee to 
the face of a bond. This care, at the incep- 
tion of the matter, inures to the joint benefit 
of sound bond issues and the purchasing 
public. The public has the same feeling of 
security against overissuance of stock when 
we act as registrar and transfer agent. 

In dwelling on the idea of protection, I 
wish to call your attention to a strikingly 
favorable feature of the functioning of trust 
departments disclosed by the suspension of 
the Bank of United States, in New York. 
Notwithstanding all banking functions of 
that institution ceased and all commercial 
funds on deposit were tied up by the closing, 
the trust department, with trust assets ag- 
gregating $100,000,000, has continued to func- 
tion uninterruptedly, and no losses will occur 
to the beneficiaries of trust funds. From 
the date of closing, December 11, 1930, the 
administration of trust and custody accounts 
has proceeded steadily. The cash on hand, 
as shown by the trust ledgers, which was 
kept on deposit with the bank, has, since 
the closing, been released by the Superin- 
tendent of Banks as a preferred claim, 

When Co-Fiduciaries Are Helpful 

A good many trust officers regard co-fidu- 

ciaries as excess baggage and somewhat of 


Ancillary Service 
in Minnesota 


FSTATES needing probate or 
other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
‘TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 


a nuisance and I notice that some trust com- 
panies have gone so far as to make it a rule 
not to accept an appointment as co-executor 
or co-trustee. There seem, however, to be 
sound reasons for such appointments. There 
are humerous cases where a testator or trus- 
tor has named some of his family to act 
jointly with the bank, for the sake of the 
training they would receive. I can see wis- 
dom in that design; and I can also see, even 
in these difficult situations, very good oppor- 
tunities for creating good will for the bank, 
by showing our co-fiduciary how efficiently 
a trust department handles an estate or a 
trust. 

The following case may be cited as an 
example: A prominent citizen of a mid- 
western city named his wife and two sons 
to serve with his bank under his will. Long 
before time of final settlement all three had 
transferred their accounts from other banks 
to the co-executor bank and had agreed to 
leave their shares of the assets of the estate 
with its trust department for handling when 
the estate was distributed. One of the sons 
attends law school at the local university. 
His colleagues know of the practical experi- 
ence he is having in administering a sizeable 
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estate and we are informed he has “sold’’ 
his on that bank’s trust department. 
Soon those young men will be practicing at- 
torneys in that city and state, and their 
will may become a real asset of the 


class 


good 


bank. 


Upholds Sanctity of Contracts 

We can see, in our constantly increasing 
number of in which the trust de- 
partment sits as an impartial agent for the 
mutual protection of all parties to the con- 
tract, how many customers are secured for 
the savings, checking, safety deposit and 
other departments of our banks. The same 
holds true of our office as fiscal agent and 
of our other agency accounts. Those of us 
who are concerned with trust department 
advertising know that it is the best kind of 
institutional advertising. It is intensely hu- 
man, and impresses on the minds of those 
who read it that our institutions are not 
only rendering complete banking service but 
are also rendering the entire community a 
humane service. I wish to repeat that every 
phase of trust department service admits of 
being a feeder for the bank’s general busi- 
ness, and a basis for creation of good will 
by the department, 


escrows, 
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ADVERTISING A. B. A. CHECKS IN 
TAXICABS 

An innovation in acquainting the traveling 
public with the advantages of using A. B. A. 
travelers’ cheques in place of cash and an- 
swering readily for daily requirements 
at home as well as abroad, was recently in- 
troduced by the Bankers Trust Company of 
New York, as general agent for A. B. A. trav- 
elers’ cheques. 

Harry Lyon, the ever-alert advertising 
manager of the Bankers Trust Company, 
happened recently to select one of the 28,000 
taxicabs which navigate the streets of New 
York. His attention was attracted to an 
experimental advertising sign displayed in 
this particular cab by the president of the 
Terminal Cab Company. It flashed upon 
Mr. Lyon that the idea might be readily ap- 
plied to advertising travelers’ cheques. The 
idea received approval of the executives of 
the trust company and that portion of the 
New York population affluent enough to 
afford taxicabs are now greeted with neat 
ecards featuring A. B. A. travelers’ cheques. 
The First National Bank of Binghamton, 
Y., reports resources, $12,180,366; capital, 
321,000. 
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SURVEY AND ANALYSIS OF VARIOUS TYPES OF 
COMPOSITE TRUST FUNDS 


INTERESTING CONTRASTS IN INVESTMENT OF FUNDS 


CLINTON DAVIDSON 
President, The Estate Planning Corporation, New York City 


(Eprror’s Note: This is a continuation of an article which appeared in the July 
issue of Trust CoMPANIES, setting forth the results of three surveys made by the author, 
one of which deals with various types of composite trust funds established by trust com- 
panies, the second relating to experience of investment trusts and the third based upon 
experience in professional investment management. In the following installment Mr. David- 
son presents some of his own erperience in estate planning.) 


HE surveys which we made «nd an- 

alyzed in the previous issue of TRUST 

COMPANIES indicated that the compos- 
ite trust funds can be and_ should be 
used to popularize trust Dusiness and to se- 
cure a large amount of immediate fee paying 
business which could not be secured other- 
wise. That the trust fund should not be 
limited to either stocks or bonds but should 
have the broadest possible investment powers. 
That the present time is an excellent time 
to start such a fund. That the fund should 
not have the right to deal with the security 
affiliates of the bank. 

The trust executives of many institutions 
have expressed a fear that the large funds 
that will be segregated in a comparatively 
few units will tempt the security selling or- 
ganizations to use every contact 
with the bank for the purpose of managing 
these funds and thereby securing an enor- 
mous outlet for their departments. 
Unfortunately, the security have 
not had trust training, have not been brought 
up in the trust atmosphere and cannot appre- 
ciate the great difference between trusteeship 
and salesmanship. 


possible 


sales 


salesmen 


Illustrations from Our Clientele 

May I select a few illustrations of the lack 
of trusteeship from our own clientele and 
contrast their investment experience with 
that of trust estates, life insurance companies 
and other trust investments. 

One of our clients had $500,000 of capital 
invested in his business, on which he earned 
an average of 50 per cent per year, making 
his average net earnings $250,000. No other 
business in his industry paid as high a re- 
turn on the invested capital as his, and he 
said that this was true because it was gener- 


ally recognized that every department of 
his business was managed by the best trained 
man he could find. It was conceded that 
his company employed the best brains in the 
industry, and that they were willing to out- 
bid any other company to secure these brains. 

This same client had $2,000,000 invested 
in a well-diversified list of stocks and bonds. 
Being impressed with the scientific and busi- 
ness-like management of the $500,000 in- 
vested in his business, I asked him about 
the management of the $2,000,000 invested in 
securities. He replied that he took care of 
it in his spare time, and that, of course, he 
had the assistance of a salesman employed 
by a bond house. In this particular case, 
professional investment counsel would have 
recommended that he purchase only the sea- 
soned bonds instead of new issues, but the 
salesman who helped him manage his invest- 
ment received several times as much com- 
mission on new issues as he did on seasoned 
bonds. This man’s business came through 
1929 and 1930 with flying colors, but if he 
turned his investments into cash today, they 
would be worth considerably less than they 
were two years ago. 


Difference Between Friendship and 
Trusteeship 


One of our clients is the president of a 
well-known corporation whose common stock 
was sold to the public by a certain under- 
writing house specializing in common stocks. 
This house might be identified as one that 
also sponsored a trading corporation under 
its own name with results that were not 
satisfactory to anyone that I have met so 
far. Our client fvund that this banking 
house was willing .o pay him and his asso- 
ciates a higher price for his stock than any 
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other banking house he talked with. They 
were willing to do this because they were 
able to sell these securities to the public at 
a high price. You would have thought that 
our client might have reasoned as follows: 
“If this banking house pays us too much for 
our securities they are probably doing the 
same thing with others, and, therefore, it 
would not be a good idea for me to buy 
the new issues that this house sells.” But 
instead of that it seems that he really rea- 
soned as follows: 

“These people are now my friends and 
although they are selling our securities at a 
higher price than any other banking house 
would be willing to sell them to the public, 
they will take care of me and will sell me 
their bargains only’ He now finds that there 
is quite a bit of difference between friend- 
ship and trusteeship! He bought a portion 
of almost every over-priced issue this house 
underwrote during the latter part of 1928 
and during the year 1929, and as a result he 
has tremendous losses in them. He now 
realizes that their business was to sell se- 
curities at a profit and that he was merely 
a customer. 

I am not crificising this house or this 
method of doing business, but I do wish to 
emphasize the great difference that exists 
between the relationship of salesman and 
buyer and that of trustee and beneficiary. 

It is impossible to conceive of the invest- 
ments of trust estates of trust companies 
and the assets of life insurance companies 
depreciating during 1930 to the extent rea- 
lized by the management type investment 
trusts. Possibly one of the reasons is that 
trust estates and life insurance funds are 
not invested with the idea of securing the 
greatest appreciation possible, but rather 
with the idea of conserving principal first, 
last and always. Surely the time is at 
hand when everyone should realize that in 
seeking appreciation you should expect and 
must be willing to accept depreciation also. 
The two may not go hand in hand but they 
alternate systematically and with certainty. 
As an illustration of this fact, the New York 
Times recently published an incomplete list 
of investment trusts of the management type 
which showed a loss during the year 1930 
alone of over $500,000,000 based on market 
value of assets. 


Danger of Straying from Path of Trusteeship 

Investments managed under the principles 
of trusteeship have not been permitted to 
go their quiet and safe way without great 
pressure being exerted to divert them from 


these paths. On October 30, 1929, the fol- 
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lowing article was printed in the New York 

Times: 

“Prompted by the drastic readjustment of 
securities prices, the State Superintendent 
of Insurance recommended yesterday to in- 
surance companies the purchase of leading 
common stocks. At the same time he called 
into conference the heads of the largest life 
insurance companies in the state to see if 
there was any way in which, under the laws, 
they could make such purchases. 

“The Superintendent informed the officials 
that he would recommend to the next Legis- 
lature an amendment to permit the purchase 
of the leading common stocks by life insur 
ance companies for investment purposes.” 

Immediately under this article were the 
headlines: “Falls dead at ticker as stocks 
decline.” This headline is possibly an illus- 
tration of what could happen to the policy- 
holders who own the _ $100,000,000,000 of 
American life insurance if the investment 
managers had forgotten that they were man- 
aging trust funds. The difference between 
the price of some leading common stocks at 
that date and at the present time is as fol- 
lows: 

Closing Price Closing Price 
Oct. 30,1929 June 15, 1931 
891% 

169 
38% 


15% 


Security 
ee es ar ona! wr'a ps ermncaee 185 

; i Se 240 
General Electric (Split).. 60% 
Radio 


Under the New York law the life insur 
ance companies are not permitted to invest 
in common stocks and I am glad to say that 
the presidents of the leading New York com- 
panies informed the superintendent that they 
did not wish to have the law changed. Even 
though the life insurance companies had 
been permitted by law at that time to in- 
vest in common stocks, this type of pressure 
should not have been exercised because a 
trustee should never be influenced in the 
making of investments by an appeal to help 
business or to help the stock market. Never- 
theless, real pressure was put upon the presi- 
dents of the life insurance companies at that 
time to try to find some means to purchase 
common stocks largely for the purpose of 
helping business and the stock market. A 
trustee can never consider any interest ex- 
cept the interest of the beneficiary and no 
one knew this better than the presidents of 
the life insurance companies. 

Discussion at Trust Conference 

The life insurance companies were not the 
only trust institutions who have been urged 
to depart from the path of “safety of prin- 
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cipal first, last and always.” At the tenth 
Mid-Winter National Conference of Trust 
Officers held in New York, February 13 to 15, 
1929, Waddill Catchings, a partner of Gold- 
man, Sachs & Company in addressing the 
conference on the subject of “Common 
Stocks from the Investment Standpoint” 
pointed out that the forty-nine stocks issued 
by his own firm had shown an average annual 
appreciation of 42 per cent! Most any indi- 
vidual would be willing to purchase a certain 
type of security if he could believe that the 
securities of this type would have an average 
annual appreciation of 42 per cent but the 
managers of trust funds realize that depre- 
ciation is a co-partner with appreciation and 
they are more interested in safety of prin- 
cipal than in appreciation. In regard to the 
situation at that time, Mr. Catchings said: 
“So far as the present time is concerned 
specifically, my own opinion is this, that 
while we may think that securities are sell- 
ing high, we may be wrong, and so far as 
we are concerned, we like to follow a me- 
dium policy, a policy where we are not tak- 
ing too great risk one way or the other, so 
that on funds that may be invested, we in- 
vest some, even on this level, in selected se- 
curities, where we have great confidence in 
the company and where, if we are wrong on 
the market today, we won't be wrong two 
or three years from now; it becomes just a 
question of sitting with the stock until it 
comes up to this price, even if it goes off; 
being ready, if the market down, to 
average down, if we are wrong in that re- 
spect, and being ready, if the market goes 
up, if we are wrong in that respect, to aver- 
age up.” 

Judge Hennings of the Mercantile-Com- 
merce Trust Company in St. Louis replied as 
follows: 
tude of the trust companies toward invest- 
ment in common stock is colorless. I won- 
der whether some things he has said mav 
not change this colorless attitude to a deep 
red. The country is prosperous. The country 
is going to become very much excited over 
appreciation in the value of common stocks, 
and if, as Mr. Scully says, the trust instru- 
ment permits you to invest in common stocks 
but has a saving clause, and a saving clause 
is very necessary, absolutely imperative, that 
you should be relieved from liability in case 
of loss made by you in any investment, there 
will be a question raised in the minds of a 
great many of our customers whether or not 
we have transferred the ticker from the 
investment division to the trust department.” 

I am pleased to add here, that the ticker 
was not transferred. 


goes 


“Mr. Catchings says that the’ atfi-~ 
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Some Striking Comparisons 


It is impossible to quote Mr. Catching,’ 
entire address and these extracts may not 
do him justice. I should say that his state- 
ments throughout were fairly conservative 
from the viewpoint at that time of the aver- 
age partner in an underwriting house spe- 
cializing in common stocks. In referring in 
part to his statement already quoted, “We 
invest some even on this level in selected 
securities where we have confidence in the 
company and where if we are wrong on the 
market today we won’t be wrong two or 
three years from now, it becomes just a 
question of sitting with the stock, ete.” You 
might be interested in the market value of 
certain leading stocks at that date and the 
market value of the same stocks now—a 
little more than two years later. 


Feb. 15, 1929 June 15, 1931 
High High 
91% 
171% 
591, 40 


Stock 


Gen. Elec. (Split).... 


Let us hope that they will be back to the 
February 1929 prices five years later (Febru- 
ary 1934) but I personally have no such 
hopes. 

If you wished to convince anyone outside 
of the trust business of the difference be- 
tween the atmosphere surrounding the in- 
vestment of trust funds and that surround- 
ing the investment of other funds, I would 
suggest that they go to any large bank hav- 
ing a security affiliate and talk first to the 
investment trust officer regarding his opinion 
of the type of investments that should be 
bought under the conditions prevailing today, 
and also of the market in general, and then 
talk to the sales manager of the bank’s 
security affiliate. I have been surprised my- 
self with the wide difference in the opinions 
expressed. It is this difference in atmos- 
phere, training and viewpoint which makes 
our trust estate investments so much safer 
than the average investment experience of 
1930, and it is this atmosphere, training and 
viewpoint which has made our life insur- 
ance companies recognized everywhere as be- 
ing among the safest investment institutions 
in the world. 


Views of New York Banks 
The vice-president in charge of the trust 
department of one large New York bank 
recently said, “If we did not have a securi- 
ties company I would be in favor of assist- 
ing our correspondents in the organization 
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of composite trust funds and then becoming 
investment counsel for them on the regular 
investment counsel fee basis. I do not see, 
however, how our organization could go to 
our correspondents and offer on one hand to 
furnish to their composite trust funds un- 
biased, unprejudiced investment advice while 
our salesmen endeavored to sell securities 
to them. I have been in the trust game too 
long for that.” 

The vice-president of another outstanding 
New York institution having a nationally 
known securities company said, “We seri- 
ously considered the desirability of furnish- 
ing investment advice on a fee basis to other 
trust companies throughout the country in 
connection with their trust funds but we 
decided not to do so.” 

Neither of these institutions permit their 
securities companies to have anything to do 
with the management of their trust funds 
and the trust funds do not buy from or sell 
to the securities companies. 


Conclusion 
We believe in composite trust funds. We 
believe that right now is the best time to 
study, select and prepare such investment 
instruments and if not used largely for com- 
mon stocks the present time is an excellent 
time to operate such funds. The incorporated 
fund has advantages in our opinion over the 
unincorporated fund. The right to buy from 
or sell to, the bank’s affiliates should noi 
exist. As these funds grow every effort will 
be made by those whose profit lies in the 
sale of securities to have a hand either di- 
rectly or through advisory channels in the 
management of these funds. We all know 
what would have happened if the 
life insurance companies had for- 
gotten the rules of trusteeship and 
had invested for the purpose of help- 
ing business and the stock market 
in October, 1929. Can you imagine 
what will happen if the manage- 
ment of large composite trust funds 
gets into the hands of those whose 
business it is to sell securities at a 
profit—who are not governed by the 
principles of trusteeship—and who 
have never had trust training? 
We know that thousands of in- 
vestors are not seeking appreciation 
at present but are looking for some 
means of keeping their principal in- 
tact. AS mere outsiders we have 
been able to secure $19,000,000 of 
trust business for trust companies 
during the first part of this month 
because we have been able to prove 
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the superiority of investments managed un- 
der trusteeship. The information in this ar- 
ticle has been presented in the hope that it 
will assist those in the business to secure far 
larger amounts. 
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CAPITAL FUNDS FOR CONGREGATIONAL 
ACTIVITIES 

A committee of the National Council of 
the Congregational Churches of the United 
States has issued a pamphlet which 
forth a revised method of enlisting “Capital 
Funds for Congregational Activities.” It is 
one of the recent developments showing the 
scope and universal application of the Uni- 
form Trust for Public Uses. It is the first 
adaptation of the principle of uniformity to 
the many sided activities of a religious de- 
nomination both singly and as a whole. The 
corporate names represent 114 charitable 
corporations through which the Congrega- 
tional Denomination functions, any 
which may be made the beneficiary of a 
charitable trust. 


? 
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The principles of a Community Trust are 
also applied to denominational activities as 
a whole and may be adapted to any specified 
group thereof such as by home missions, for- 


eign missions or the like. 

A recent compilation placed the volume of 
personal loans and credits outstanding in the 
United States at $11,348,500,000, including 
installment credits of $2,600,000,000; insur- 
ance policy loans, $2,000,000,000; loans to 
United States veterans, $1,000,000,000 and 
personal loans by banks, $1,000,000,000. 


Offered by the Franklin 


tion in Boston 








TRUST COMPANIES 


FORMER NEW YORK INHERITANCE TAX LAW HELD 
UNCONSTITUTIONAL 





HE New York Inheritance Tax Law 

which was in effect from Mareh 12, 

1928 to September 1, 19830 is held to 
discriminate against resident collateral re- 
lations. By implication the Estate Tax Law 
of New York, then in force, may be affected 
by a ruling which, if upheld by the higher 
courts will result in large claims for re- 
funds. 

The State of New York will be compelled 
to refund possibly hundreds of thousands of 
dollars in taxes on estates if a decision an- 
nounced recently by Surrogate John’ P. 
O’Brien is upheld by the higher courts and 
demands for such refunds are made. 

Surrogate O'Brien's ruling in effect is that 
because the law attacked fixes a tax of only 
2 per cent on real estate in New York owned 
by non-resident decedents, the estate has no 
right to collect 5 and 6 per cent from col- 
lateral relatives as fixed in the law which 
he now declares unconstitutional. The de- 
cision is said to be one of the first in recent 
years in which a law has been upset in the 
Surrogate’s Court. 

The ruling was made on an appeal by the 
legatees under the will of Louisa S. Cole, 
who left the bulk of her estate to two nieces. 
The decision is based on the alleged consti- 
tutionality of the tax law in effect between 
March 12, 1928, and September 1, last, when 
the entire system was changed. Such refunds, 
if upheld, however, would cover only the tax 
on bequests to nephews and nieces and more 
distant collateral relatives. 


Opposed Discrimination in Law 


In the present case the Cole estate and 
the two legatees appealed from the order 


fixing the inheritance tax. The chief ground 


was that the law was void in taxing real 
estate owned by resident decedents at a 
higher rate than the tax rate for transfers 
made in wills of non-resident decedents. 
Counsel for the estate contended that the 
entire law was made unconstitutional by 


rate of 
of New 
non-resi- 


this provision under which the flat 
: cent fixed for transfers 


=#/ per was 
property under the wills of 


York 


dents in cases where no deductions were 
asked, and 3 per cent whenever deductions 
were claimed, and no difference was made 


in the latter cases as to the degree of rela- 
tionship of the legatees. The law under at 
tack in the case provides a 2 per cent tax 


for relatives nearer than the class of nephews 
and nieces, and accordingly that phase of the 
law was not called into question. 

If the decision is upheld the State of New 
York may lose millions of dollars, since the 
ruling also affects the New York Estate Tax 
Law, by which this state is entitled to col- 
lect SO per cent of the amount that would be 
paid to the Federal Government under the 
Federal Estate Tax Law. The possibility is 
that legatees who have been compelled to 
pay a 5 and 6 per cent tax while others were 
paying only 2 per cent might demand from 


New York State the excess sum collected 
on the Federal Government Tax. 
Surrogate O’Brien’s opinion stated ‘that 


Louisa S. Cole died on January 24, 1929, 
leaving real estate worth $41,800 and per-. 
sonal property worth $19,854, against which 
there were deductions which reduced the 
estate to $56,797. After the payment of a 
$5,000 legacy the residue went to two nieces, 
each receiving $25,898. Under the tax law, 
each niece was assessed 5 per cent on $25,000 
and 6 per cent on the remainder. The total 
tax against each was $1,304. 

The opinion refers to the statute of 1925 
dividing the tax law into two parts, one of 
which, Article 10-a, dealt exclusively with 
non-resident estates, providing for 3 per cent 
on the total value of property after deduc- 
tions for expenses, and 2 per cent on estates 
without an allowance. Under this law non- 
residents in some cases paid a higher tax 
than residents, and in other cases a lower 
tax. 

The question of the validity of this law 
was carried to the Court of Appeals, where 
it was declared unconstitutional as in conflict 
with the Federal constitutional provision pro- 
hibiting discrimination against citizens . of 
another state. As a result of this ruling the 
law in effect March 12, 1928, and September 
Ist last, was passed and this is the statute 
which was before the Surrogate for a ruling 
on its validity. Surrogate O’Brien said the 
law under consideration contained substan- 
tially the same provisions as to property of 
non-residents as the 1925 statute except that 
it “contained a clause intended to cure the 
above defect.” This clause provided that in 
any case a non-resident estate would not be 
taxed to a greater degree than the estate of 
a resident. 

(Continued on page 234) 
















































MEETING THE DEMAND FOR COMPETENT TRUST 


DEPARTMENT PERSONNEL 


NEED FOR ADVANCED EDUCATIONAL AND TRAINING COURSES 


JOHN VEENHUYSEN 
Vice-president, Security-First National Bank of Los Angeles 


HE rapid growth of trust business has 

required a constantly increasing force 

of employees, and it has proved difii- 
cult to train and educate employees fast 
enough to meet the demand. Unfortunately, 
there is no source of supply of trained trust 
employees, and every trust department is 
confronted with the necessity of training its 
own force. It is especially difficult to fill 
the executive positions, for not only does it 
take many years of experience in a trust de- 
partment to obtain the knowledge required 
of an executive trust officer, but there is cer- 
tain basic fundamental knowledge required, 
not possessed by every trust employee when 
hired. In course of time the constantly 
changing laws affecting property rights, suc- 
cession, and procedure, have done much to 
complicate the problems of the trust officers ; 
and then added thereto, have come the diffi- 
culties of income, inheritance, and estate tax 
laws. 

Many banks have started trust depart- 
ments, and finding it difficult to obtain ex- 
perienced trust officers at the price they were 
able or willing to pay, they have filled their 
requirements by choosing some person with 
no trust training at all. Banking experience, 
although valuable, is not a necessary require- 
ment nor sufficient by itself to qualify a man 
for a trust officer. 


Time for Experimenting Is Past 
As the public has gained confidence in the 
services of the existing trust companies, we 
do not wish this confidence shaken by errors 
committed by inexperienced trust department 


managers. The public, when it has received 
unsatisfactory service from some inexperi- 
enced trust employee, censures all trust com- 
panies by that one experience. Bad news 
travels fast and hurts us all, the large as 
well as the small, the good as well as the 
poorly equipped trust companies. The time 
for experimenting is definitely past. When 
a bank now renders trust services, it war- 
rants to the public that it is capably and 


efficiently officered for that purpose. Before 
a bank can render trust services, it must re- 
ceive a permit from the Superintendent of 
Banks or from the Federal Reserve Board, 
which permit when given is now measured 
solely by financial requirements. I believe 
the time has come that no permit should be 
given unless there is assurance that experi- 
enced and capable trust management is 
available. 

If we could determine what kind of test 
a trust officer should successfully pass so as 
to be termed “efficient,” then it would be 
ideal to say that no person should be al- 
lowed to be appointed to an executive trust 
position unless he had so qualified, This 
does not seem an unreasonable ideal. There 
are many vocations wherein the members are 
not allowed to practice unless proven quali- 
fied by examination, as for instance physi- 
cians, pharmacists and _  attorneys-at-law. 
Trust service is worthy of being entitled a 
“profession.” 


Education Is the Remedy 

The remedy for this is education, and edu- 
cation of the proper kind is necessary. Trust 
men must be thoroughly instructed in all 
phases of trust service. They must know the 
fundamentals thereof, the laws applicable 
thereto, and also trust accounting and trust 
administration. Trust departments are with- 
in themselves trying to supply this education. 
Of course, experience is the best teacher, but 
in this instance, only if there is sufficient 
fundamental knowledge on which experience 
may build. Therefore this method is unsat- 
isfactory because of the long time required. 
It is incomplete because applicable only to 
few, and costly because there is no assur- 
ance that the trained person will remain in 
the service. No school, college or university 
now gives such an educational course. Let 
us hope that some day there will be an in- 
stitution which, by reason of sufficient de- 
mand, will arrange a special course on this 
subject. 
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The most conspicuous attempt has been 
made by the A. I. B., which has for several 
years given a course in “Trust Functions.” 
Dr. Harold Stonier, the National Educational 
Director of the A. I. B., informs me that 
there are now over 1,600 persons enrolled 
in this course. It is regrettable, however, 
that it is available only in the larger cities. 
San Francisco and Los Angeles chapters give 
this course, with an enrollment of about fifty 
persons each per year. The enrollment for 
these classes is open to bank employees only, 
and there have been no requirements of pre- 
vious schooling. Even so, it would be a con- 
siderable help if trust companies would sup- 
port it by requiring employees to take this 
course before further advancement can be 
expected by them. The educational officers 
of the A. I. B. recognize that there should 
be further instruction in trusts. In course 
of time they can be expected to improve this 
course by insisting on proper preparatory 
schooling, by dividing its study course in 
several grades; and particularly when proper 
full time instructors can be secured to fill 
the place of trust officers now devoting their 
time thereto. 


F. P. H. SIDDONS MADE SECRETARY OF 
D. C. BANKERS ASSOCIATION 

At the thirtieth annual convention of the 
District of Columbia Bankers Association 
held recently at Hot Springs, Va., Frederick 
P. H. Siddons was elected secretary of that 
organization. 

Mr. Siddons has taken an active part in 
the affairs of the Association for the past 
several years. He served on the Council of 
Administration during the year 1930-31, and 
was first chairman of the Fiduciary Section. 
He has held various appointive positions in 
the organization, including that of chair- 
man of the Publicity Committee; chairman 
of the Protective Committee; chairman of 
Commercial Trade Activities; and chairman 
of the Special Interest and Insurance Com- 
mittees. During the past year Mr. Siddons 
was chairman of the General Convention 
Committee, and through his efforts the Asso- 
ciation enjoyed one of its most successful 
gatherings. 

Mr. Siddons joined the staff of the Amer- 
ican Security & Trust Company in 1920. In 
1924 he was elected assistant secretary and 
in 1926 was promoted to the position of 
secretary. 

Oklahoma recently levied an inheritance 
tax amounting to $6,000,000 on the estate of 
the late Thomas B. Slick, who was one of 
the wealthiest men in the state. 
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CHOOSING THE CHECK for your 
bank is simple matter when you have the 
la Monte portfolio of samples before 


you. Send for it today. There is a la 
Monte Paper for your check . . . a paper 
that will give it a new value... a fresh, 
crisp, colorful appearance . . . a safety 
and dignity appreciated by your cus- 
tomers. George La Monte & Son, 61 
Broadway, New York City. 

Also branch offices in Chicago, 
Cleveland, Kansas City, St. Louis, Atlanta, 
Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS - Identified by wavy lines 


YORK EQUIPMENT FOR FEDERAL RE- 
SERVE BANK OF PIFTSBURGH 


The vault equipment for the new home of 
the Pittsburgh branch of the Federal Re- 
serve Bank of Cleveland, comes from the 
plant of the York Safe and Lock Company 
of York, Pa. York vaults thus far include 
installations in the Federal Reserve Banks 
of New York, Philadelphia, Chicago, Bos- 
ton, Cleveland and Minneapolis with other 
installations at branch Federal Reserve 
buildings in Cincinnati, Jacksonville, Little 
Rock, Louisville and Los Angeles. 


Albert L. Grutze, vice-president and trust 
officer of the Title & Trust Company of Port- 
land, Ore., has provided printed copies of the 
new Principal and Income Act passed at the 
last session of the Oregon legislature and 
which are available to trust company and 
bank people interested in the subject. Oregon 
is the first state to enact this law. 


The Union Guardian Trust Company of 


Detroit has been named a depository for 
various stocks of the Southern Sugar Com- 
pany. 
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FORTIETH ANNIVERSARY OF STATE STREET TRUST COMPANY 
OF BOSTON 


anniversary of the State 
Street Trust Company of Boston serves to 
direct attention to an institution that has 
enjoyed an exceptionally successful career. It 
is distinctly a New England product and the 
native atmosphere is not only preserved in 
its policies and traditions, but visualized by 
the attractive character of its home office. 
There the president, Allan Forbes, greets 
customers and friends in an office that is 
The beams 
come from Harvard's oldest building, the 
visitor sits in a Carver-Brewster chair from 
the Wayside Inn, there is an old-fashioned 
fireplace and throughout the banking quar- 
ters there are replicas of famous old clipper 
ships and other mementoes redolent of quaint 
Colonial times. 

The dyed-in-the-wool and New 
knglander feels perfectly ‘to home” at the 
State Street Trust Company. Touch [Tresi- 
dent Forbes on Colonial lore and he is apt 
to submerge all thoughts of immediate busi- 
ness—and yet, the shrewd man of business 
and trust executive is always there with a 
keen and sympathetic eye to serve as only a 


The fortieth 


suggestive of old Colonial days. 


Bostonese 


ALLAN FORBES 
President of the State Street Trust Company of Boston 


genuine trust company man can. There is 
also an atmosphere of quiet assurance and 
repose at the State Street Trust Company 
which is refreshing to all who enter its por- 
tals worried by problems of “business depres- 
sion.” 

The State Street Trust Company made its 
début in 1891. Its foster parents were a 
group of Boston men representing interests 
identified with the old Third National Bank 
The original offices were in the basement of 
the Exchange Buiuding. The company moved 
to the historic purleius of State and wx- 
change streets, not far from where the blood 
of patriots flowed and where the torch of 
the American Revolution was lighted. Moses 
Williams was the first president. When he 
became chairman of the board in 19135 he 
Was succeeded as president by Allan Forbes 
who has occupied that office ever since. Mr. 
Forbes has served the company during near- 
ly his entire business life. He has only two 
seniors in service, Miss Grace H. Smith, his 
private secretary and Ashton L. Carr, vice- 
president. 


The growth of the State Street Trust Com- 
pany, especially in the aspect of trust serv- 
ice, is shown by some comparisons. In July, 
1925, total trust business amounted to §$17,- 
085,000. The latest statement as of July 1, 
1931, shows aggregate trust department as- 
sets of $111,809,764, embracing $54,044,000 
estates and trusts; $57,765,027 agencies. The 
banking department likewise has kept 
stride. The latest statement shows banking 
resources of $66,186,118 with deposits of 
$57,938,000; capital, $3,000,000; surplus, $3,- 
500,000 and undivided profits, $610,089, 


The State Street Trust Company is not a 
“one man bank” as might be gathered from 
this brief history. He surrounds himself 
with sufficient able associates to permit of 
that impression. At the same time Mr. 
Forbes has the talent to make his officiat 
associates as well as all members of the 
staff to feel as being members of a single 
family. He can be a strict disciplinarian on 
oceasion. But he is quick to recognize faith- 
ful service and qualities deserving of en- 
couragement. The fine qualities of the man 
are to be observed in his daily life and the 
fact that his responsibilities do not prevent 
him from indulging his admirable zeal to 
preserve those qualities and characteristics 
that mark Colonial ancestry. 





Leqal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


REVOCATION 
(Oral testimony is insufficient to show 
revocation of a will. Republication is 
valid though attested by interested wit- 

HESSECS,) 

Isaac Shetter made a will containing a 
charitable bequest to be administered by a 
trust company. After his death this will was 
produced together with a codicil republishing 
it attested by two officers of the trust com- 
pany. The heirs introduced evidence to show 
that a will had been made by the testator 
later than the will produced for probate, 
which revoked the prior will. The evidence 
showed that the later will was destroyed by 
the testator who thereafter executed the 
codicil for the purpose of republishing the 
former will. The heirs contended that the 
republication was inefficacious, so far as the 
charitable gift was concerned, because the 
codicil was not witnessed by two disinter- 
ested witnesses (two of the three subscribing 
Witnesses being officers and stockholders in 
the trust company). 

The court said: * * Tt cannot be shown 
by oral testimony alone that a will has been 
revoked. A writing declaring its revocation 
must be produced, signed by the decedent. 
before an earlier will can be rendered nuga- 
tory. * * As the charitable bequests in the 
1917 will were valid, it being properly ‘at- 
tested,’ as required by the statute, by two 
credible, and, at the time, disinterested wit- 
nesses the fact that the codicil may not 
have been so witnessed has no effect upon 
the charitable bequests.”—Jn re Shetter’s Es- 
tate, Supreme Court, Pennsylvania. 


RENUNCIATION AS EXECUTOR 


(A renunciation as executor by an 
individual nominated both as executor 
and trustee operates to affect both offices 
where they are inseparable.) 

The will of Rufus Sadler provided that 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


“All that I have I leave to my trustees 
(hereinafter named),” with a “full power of 
sale, mortgaging, converting (and) purchase 
in everything” (except as to one investment ) 
in trust “to turn over the net proceeds in 
quarterly dividends (oftener if possible) of 
the estate of (evidently meaning, of my 
estate to) my wife Anna,” with remainder 
to a specified nephew; and concludes: “My 
executors and trustees are to be my wife, 
Anna, and my brother, Charles A. Sadler.” 
After the testator’s death the widow exe- 
cuted a letter directed to the register of wills 
reading as follows: “I do hereby renounce 
my right to letters testamentary upon the 
said estate, and request you to grant same 
to Charles A, Sadler as the sole executor 
and trustee.’’ Letters were granted to Charles 
alone, and upon the adjudication of his 
account, the auditing judge directed him to 
retain the balance in his hands “as sole 
trustee for the and purposes of the 
will.’ The widow excepted claiming that 
the balance should have been awarded to 
her and Charles as co-trustees. 


uses 


The court confirmed the adjudication, the 
judges being equally divided. The dissent- 
ing judges declared: (1) That, as the re- 
nunciation was in a letter to the register of 
wills, who had nothing to do with renuncia- 
tions by trustees, the language referring 
thereto must be treated as surplusage; and 
(2) even if this were not so, the widow 
had the right to withdraw her renunciation 
of the trusteeship at any time prior to the 
actual award of the assets to the brother 
as sole trustee. 

On appeal to the Supreme Court it was 
held that the testator intended that the 
trust begin immediately upon his death, that 
the same persons should continuously ad- 
minister the trust from the time of his death 
until final distribution; and that they should 
be his widow and his brother. The renuncia- 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST <> 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


tion of the wife was held to operate both to 
the executorship and trusteeship.—I/n re Sad- 
ler’s Estate, Supreme Court, Pennsylvania. 
Decided, April 13, 1931. 


COMMISSIONS 
(A removed administrator who col- 
lected rents on decedent's realty is not 
entitled to special commissions. ) 

Frank J. Sharp was removed as adminis- 
trator and on his accounting a considerable 
devastavit was shown. Sharp had been duly 
authorized to manage the real property of 
the estate and collect rentals. He claimed 
commissions on rentals collected at the rate 
of 5 per cent. The court held that Sharp, 
because of his mismanagement of the estate 
was not entitled to general commissions, and 
as to his claim for special commissions on 
rents collected, said: “* * * The only re- 
motely pertinent adjudications, construed 
most favorably to the instant applicant, de- 
termine only that an executor, who by the 
terms of the will or consent of the parties 
collected and accounted for the rents of 
realty of the estate was entitled to commis- 
sions thereon and that some commissions of 
an undisclosed nature were once allowed to 
an administratrix who collected rents pur- 
suant to the consent of all concerned. * * *” 
The effect of the wording of the final para- 
graph of section 285 of the Surrogate’s 
Court Act is, in cases where rentals are col- 
lected to discriminate in favor of executors 
and trustees and against administrators. The 
court is unable to see any sound basis for 
such discrimination, but it has been made, 
and the remedy is legislative and not judi- 
cial. As the court interprets the combined 
effect of sections 242 and 285, the result is, 
that rentals properly collected by an ad- 
ministrator are brought into his general ac- 
counts, and his sole recompense in respect 


to them is by reason of the increase in the 
total assets of the estate forming the basis 
of compensation of his general administra- 
tor’s commission. For the reasons hereinbe- 
fore stated, the court feels that such general 
commissions must be denied this accountant 
in consequence of his misconduct.— 
Matter of Sharp, Surrogates’ Court, Kings 
County, New York. June 10, 1931. 


gross 


RIGHT OF ELECTION 
(Under the new New York Decedent's 
Estate Law, a wife’s right of election to 
take against the will is personal, and 
does not survive her.) 


The testator died leaving a will in which 
no provision was made for his wife. The 
widow died shortly after the testator with- 
out making any election to take against the 
will. The court held that the wife’s right 
of election did not survive her and could 
not be exercised by another after her death. 
In reaching this conclusion the court exam- 
ined the reports of the revisers of the Dece- 
dent Estate Law and found that they had 
not intended the right of election to survive 
the wife. Moreover, the increased share of 
the wife under the new law was given in 
lieu of dower, which was abolished. 

Under the old law the right to elect to take 
under the will or to take dower was a per- 
sonal right which the wife alone could exer- 
cise and the court said that it is logical to 
assume that the right of election against the 
will given by section 18 is to be dealt with 
in a manner similar to the analogous elec- 
tion possessed by surviving wife under the 
old law to take her dower rights in prefer- 
ence to any testamentary benefactions pro- 
vided for her.—Matter of Mehlman, Surro- 
gates’ Court, Kings County, New York, June 
14, 1931. 
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SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description—Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,121,000 Surplus and Profits, $1,966,120,45 


Market at Sixth 


CODICILS 
(A testamentary instrument may be 
regarded as a codicil to a will even 
though not so declared to be.) 

Anna <Austin executed a will giving her 
entire estate to her husband. By a codicil 
she gave a pearl necklace to a trustee with 
instructions to sell it, invest the proceeds, 
pay the income to the husband of the testa- 
trix for life, and at his death to divide the 
corpus among the grandchildren of the tes- 
tatrix. Several years thereafter, when on 
her deathbed in a foreign country the testa- 
trix executed a document in the following 
terms: 

“Mr. Moses L. Purvin, or whom it may 
concern: Please deliver to my husband, F.C. 
Austin, all money, securities, jewelry, prop- 
erty and personal belongings as his own and 
to do with as he sees fit. The only will I 
have made is the one I handed you several 
years ago for safekeeping, in which I willed 
all to my husband.” 

This document was signed by the testatrix 
and attested by two witnesses with the for- 
malities required in the execution of a will. 
The husband of the testatrix was with her 
during her last illness and she knew that he 
would remain there until her death, and that 
the above paper would not be presented dur- 
ing her lifetime. 

The court held that the paper was execut- 
ed with testamentary intent and with all the 
formalities required in the execution of wills, 
and that it was admissible to probate as a 
codicil to the will. 


PAYMENT OF LEGACIES 
(Where a widow elects to take against 
the will, remaindermen of a life estate 
bequeathed to her are not entitled to ac- 
celeration of their estate.) 


The will of John Longergan gave $200,000 


OFFICERS 
JOHN 8S. ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
CHAS. B, EVANS, Vice-President 
WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 


to the testator’s wife for life. A power of 
testamentary appointment over $50,000 of 
the principal of this fund was given the 
wife. The balance of the trust was to fall 
into residue of the testator’s estate on the 
wife’s death. In default of the wife exer- 
cising her power of appointment the $50,000 
as to which she was given the power was 
bequeathed to named legatees. The wife 
elected to take against the will. The bene- 
ficiaries entitled to the $50,000 on the wife’s 
death in default of her exercising her power 
contended that the power of appointment 
was a testamentary gift which she lost by 
electing to take against the will; that the 
election of the widow was equivalent to her 
death; and that, accordingly, the remainder 
of the life estate bequeathed her accelerated. 

The court held, however, that the widow’s 
election did not operate to diminish the in- 
terests of the remaindermen of the life es- 
tate so as to entitle them to be made whole 
at the expense of the residuary legatee; and 
that the remaindermen were not entitled to 
receive their gift before the death of the 
widow, that being the time fixed by the tes- 
tator. The court pointed out that if the 
$50,000 were paid at once to the remainder- 
men, the latter would receive much more 
than the testator intended them to receive. 
The executor was directed to retain the $50,- 
000 in trust during the lifetime of the widow, 
paying the income thereof to the residuary 
legatee. The court refused to determine 
whether the widow’s power of appointment 
over that fund was lost, leaving that ques- 
tion to be decided at her death in the event 
that she attempted to exercise it.—In re 
Lonergan’s Estate, Supreme Court of Penn- 
sylvania, March 31, 1931. 


James M. MeCorkle has been named as- 
sistant trust officer of the First National 


to the executor in trust to pay the income’ Bank of Salisbury, N. C. 
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A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - - $2,000,000.00 
Surplus and Undivided Profits - 870,000.00 

OFFICERS 

EDWARD J. STELLWAGEN President 
GEORGE E. HAMILTON...... Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
WALTER S. HARBAN Vice-President 
Epwarb L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Epson B. OLps Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON Assistant Treasurer 
S.“WiLL1AM MILLER Assistant Treasurer 
G. ELMER FLATHER Assistant Treasurer 
WILLIAM S. Lyons Assistant Secretary 
J. WresLtey CLAmpIrTT, JR Assistant Secretary 
WILLarp G. McGraw Assistant Secretary 
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BANK CUSTOMERS 


SOME PERTINENT THOUGHTS FOR THE COUNTRY BAKKER 


Cc. F. HARRIS 
Cashier, State Bank, Gladbrook, Iowa 


N banking institutions of our smaller 

towns, it has not been so much the bank 

as the cashier of the bank who has been 
performing the duties and functions of a 
trust department. The cashier has been the 
executor, the administrator, the guardian, the 
financial adviser and the trustee. The people 
of the community have looked to him for 
aid in all times of stress and trouble. He 
has been, almost without exception, what 
might be called a modern Moses, leading his 
community to better things. And lucky the 
bank and the community that had and still 
have that type of individual with them. 

The question might well arise, then, that 
if the cashier is such a success, where is the 
need for change? And the answer readily 
presents itself That man is human. Man 
dies. Man moves on to other things. And 
when he moves or dies, another man must 
take his place; a trust dies, and another is 
born. And it is in counteracting this con- 
tinuous change, so deleterious in its effects 
both to the community and the institution, 
that the trust department is so invaluable, 
even in the smaller banks, which comprise 
about 75 per cent of the total. 

Stronger Liaison Between Bank and 
Customer 

This, then, is the first conclusion: That a 
trust department in a smaller bank will bind 
the customer more closely to the bank by 
reason of continued existence; by its per- 
manency and stability. Sut the tie that in 


business. 


reality and inevitably binds the customer to 
the bank lies in the very nature of a trust. 
In the majority of cases the clients of the 
trust departments are looking for help. I 
might say that they are looking for help in 
every instance. This implies that they need 
it, and the corollary that, getting help, there 
is an intangible and invisible, yet very real 
tie of gratitude. There is a trust to be cre- 
ated; an estate to administer; a ward to be 
guarded. 

In the very nature of things there is a 
great human feeling, other than that of 
That is the feeling of man, through 
an association or business instrumentality 
if you like, helping his fellow man. This cre- 
ates a twofold tie: That of satisfaction on 
the part of the original client, and the grati- 
tude of the objects of the trust, who are 
assisted and guided by the trust department. 
In either instance the parties are all, in a 
majority of cases, bound in the future to the 
bank, through the trust department. 

It has already taken years, and will un 
doubtedly take many more years of educa- 
tion through personal contact and printed 
matter, before the public as a whole will ac- 
cept the idea in the rural communities. But 
in the end the organization of a trust de- 
partment and the proper liaison between the 
bank and the customer will be firmly estab- 
lished. Then indeed we will find that the 
bank and the customer are a firmly bound 
entity, enduring the one for the other. 
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WALTER PLATT COOKE 


The city of Buffalo lost one of its out- 
standing citizens and financiers with the 
death of Walter Platt Cooke recently. 

Mr. Cooke was chairman of the board of 
the Marine Trust Company of Buffalo and a 
director of many corporations. He served 
as president of the Arbitral Tribunal of 
Interpretation of the Dawes Plan and citi- 
zeh member of the Reparations Committee. 
At the time of his death he was president 
of the London Arbitration Board set up in 
the Young Plan for reparations settlements. 
Buffalo in 1869, Mr. 
educated in the public schools, and was 
graduated from Cornell University in 1891 
with the degree of LL.B. After several years 
with one of the leading law firms in Buf- 
falo, Mr. Cooke became a senior member of 
that firm, with which, and its 
he continued until his death, the present firm 
name being Kenefick, Cooke, Mitchell, Bass 
& Letchworth. 

In the practice of his profession Mr. 
Cooke specialized in corporation and estate 
law, and rapidly made a name for himself 
in these fields. His business and estate con- 
nections led him naturally into 
tact with banking interests, and 
elder George F. Rand and his friend 
mour H. Knox acquired control of the Marine 
National Bank of Buffalo in 1912, Mr. Cooke 
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successors, 


close con- 
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Sey- 


WALTER P. COOKE 


was elected a member of its board of direc- 
From that time his interest and in- 
fluence in the affairs of that institution 
steadily increased and have been outstand- 
ing factors in its extraordinary growth and 
success, 

Mr. Cooke assisted in the organization of 
the Bankers Trust Company of Buffalo in 
1914, and served successively as vice-presi- 
dent, president and chairman of the board 
of that institution, until its merger with 
the present Marine Trust Company of Buf- 
falo. After relinquishing that title in favor 
of president Elliott C. McDougal and ac- 
cepting the position of vice-chairman, Mr. 
Cooke after the merger of the Buffalo Trust 
Company with the Marine in 1925 was again 
elected chairman of the board upon the 
resignation of Mr. McDougal, which positiou 
he continued to fill brilliantly and faithfully 
until his death. Mr. Cooke was also jointly 
responsible with George F. Rand for the 
successful planning and consummation of 
the Marine Midland Corporation. 

For his services abroad Mr. Cooke was 
made an officer of the Legion of Honor by 
the French Government; received the Order 
of Leopold from the King of Belgium; was 
designated as grand officer of the Order of 
Saints Maurice and Lazare by the Italian 
Government, the highest honor bestowed on 
a citizen of another country: and was name‘ 
an honorary member of the Institute of 
Foreign Politics at Hamburg, Germany. 

In 1926 Mr. Cooke received the Chancellor 
Norton Medal given to a citizen of Buffalo 
in recognition of distinguished service. He 
was so honored for his reparations committee 
services. 

Mr. Cooke had served as trustee of Cor- 
nell University and of the Buffalo Fine Arts 
Academy, the State Teachers College at 
Buffalo, the Buffalo Seminary and a director 
of the Albright Art Gallery. He had been 
president of the New York State Bar Asso- 
ciation, and the Erie County Bar Associa- 
tion, and was a member of many clubs. 


tors. 


Lester E. Shippee has resigned as Bank 


Commissioner of Connecticut to become a 
vice-president of the Hartford-Connecticut 
Trust Company. Mr. Shippee’s successor as 
Bank Commissioner is George J. Bassett, 
who was vice-president of the Bank of New 
Haven, N. B. A. 

Governor La Follette of Wisconsin has 
signed a legislative bill which prohibits 
banks from making loans of more than $1,000 
to any director, officer or employee, except 
under certain conditions. 





UZAL H. McCARTER 


Uzal H. McCarter, president of the Fidel- 
ity Union Trust Company, Newark, N. J.., 
died of pneumonia at his home, Tower Hill 
‘arms, Red Bank, N. J., on August 15th. 

A member of the small coterie of men who 
some forty odd years ago founded the Trust 
Company Division of the American Bankers 
Association, Mr. McCarter ranked in the 
trust company field with such names as Fes- 
tus G. Wade, Breckenridge Jones, Francis H. 
Fries, and F. H. Goff, and like them served 
as president of that association. Like them 
also he was the familiar and beloved com- 
panion of hundreds of bank and trust com- 
pany men, both in his own and the younger 
generation. 

In his own State of New Jersey, Mr. Mc- 
Carter occupied the position of president of 
the largest bank in the state. In addition, 
he was a man of vast outspokenness and in- 
fluence. In the history of Newark few of its 
citizens have taken such continuous persvnal 
interest in its affairs as he did. Although 
he never sought public office, his voice and 
influence were always at its service and his 
pointed comments on municipal and public 
questions commanded wide attention. He was 
outspoken, with a humanity that disarmed 
even his opponents. 

In finance Mr. McCarter was an outstand- 
ing force, not so much by reason of the sums 
of money he could command as by his per- 
sonality. He became as much of an institu- 
tion as the bank of which he was the head. 
In the last two decades of Newark banking 
history there has been no movement of con- 
sequence in which he has not been an influ- 
ential factor. 

Uzal H. McCarter was born in Newton, 
N. J., July 5, 1861. He came to Newark when 
he was four years old. He received his early 
schooling at Newark Academy and prepared 
for college at Dr. Pingry’s School in Eliza- 
beth. He was graduated from Princeton in 
1882 and at once entered the banking busi- 
ness. His first position was with the New 
York firm of Kidder, Peabody & Company 
where he remained for five years. 

In 1887 he severed connection with that 
firm for a position with the Lombard Invest- 
ment Company of New York, which dealt 
mainly in western farm loans. Within two 
years he was assistant manager of the firm’s 
New York office. On January 30, 1889, he 
married Miss Jane Meeker Lewis, a member 
of an old Newark family. 

While employed by the investment concern, 
Mr. McCarter became acquainted with the 


late John F. Dryden, founder of the Pruden- 
tial Insurance Company. He induced the 
insurance company head to buy the first 
western mortgage loans purchased by that 
company. His meeting with Mr. Dryden led 
to an acquaintance with Edgar Ward who 
suggested that Mr. McCarter take a position 
with the Fidelity Title & Deposit Company. 
He became executive manager. 

Mr. McCarter applied himself to the task 
of advancing the financial welfare of the 
concern and through his efforts a trust de- 
partment was instituted and subsequently a 
banking department. In 1907 Mr. MeCarter 
became president of what was then known 
as the Fidelity Trust Company. In 1921 
the Fidelity and the Union National Bank 
merged and became known as the Fidelity 
Union Trust Company, with Mr. McCarter 
as president. 

A believer in the principle of branch bank- 
ing, Mr. McCarter set out on a policy of 
absorbing one bank after another under the 
control of the Fidelity Union, until at present 
it ranks as one of the largest banking insti- 
tutions in the country. 

At first Mr. McCarter banks 


held that 


should expand through branches in the state, 
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LAST WILL AND TESTAMENT OF COL. FRANCIS HENRY FRIES 


In its simple clarity, its tender solicitude, 
and reliance toward the trust company 
which he founded and headed up to the 
hour of his death, the will of the late Col. 
Francis Henry Fries, president of the Wa- 
chovia Bank & Trust Company of Winston- 
Salem and Raleigh, N. C., is characteristic 
of the maker. While leaving his widow and 
members of the family in comfort, Col. Fries 
was not affluent in worldly goods. His life 
was not devoted to amassing a fortune. His 
life was one of service, in which considera- 
tions of personal interest were submerged by 
broader purpose. 

The deep spiritual qualities which Col. 
Fries inherited through his Moravian ances- 
try and early training and which were re- 
flected in his entire career, find expression 
in the opening language of his will, which 
reads as follows: 

“I desire to say, that I have a firm belief 
in the existence of Almighty God, where dis- 
pensations are always best, in the efficacy 
of the atoning blood of Jesus Christ, His only 
son, and that through faith I am a partaker 
of His redemption and by grace I hope to 
attain eternal life.” 

Col. Fries appoints the Wachovia Bank & 
Trust Company as his trustee and executor 
after bestowing the use of the home and 
making provision for the care and comfort 
of his widow, Anna de Schweinitz Fries as 
well as for his daughter. The will directs and 
gives the following powers to the trust com- 
pany: 

“That the above together with the re- 
mainder of my estate, real personal and 
mixed, I give, devise and bequeath to the 
Wachovia Bank & Trust Company in trust, 
for the use and benefit of my beloved wife 
Anna deS. Fries and daughter Rosa Eleanor 
Fries Willingham, in trust however, for the 
period of time and for the objects and uses 
hereinafter declared, as follows: (1) to re- 
ceive, hold, manage, improve, convert, ex- 
change, invest, sell, convey and reinvest and 
keep the same invested in such safe income 
Producing or interest bearing securities and 
properties as shall be approved by the trust 
committee of the Wachovia Bank & Trust 
Company of Winston-Salem, N. C. and my 
said trustee shall not be limited to so-called 
legal investments, but shall have full power 
and authority to manage, control, alter, ex- 
change, invest, sell and reinvest any and all 


of the securities and properties held by them 
in trust, in such manner as to them shall 
seem best for my estate; that my daughter 
Rosa Eleanor Fries Willingham, shall as far 
as possible, be advised and consulted as to 
such material changes of investments as may 
be contemplated from time to time; that all 
stock dividends and rights to subscribe for 
whether available to or sold by my 
trustee, shall be treated as an increment in 
value of principal and not construed as in- 
come; (2) to collect, receive and receipt for 
all income, gains and profits from the prop- 
erty held in trust, and after deducting all 
taxes and expenses paid or incurred by my 
trustee in the administration and preserva- 
tion of my estate, to pay the net income in 
approximately even monthly installments to 
my wife Anna deS. Fries or my daughter, 
during the life of my wife, and should the 
income derived from this trust fund not be 
sufficient to care for my wife in comfort, 
then I give and bequeath to her from the 
corpus of this fund the sum of $2,400 or so 
much thereof as she may need, in any one 
year, which additional payment shall be 
made upon the written request of my daugh- 
ter and in such manner as she may wish.” 

It will be noted in the above provision that 
Col. Fries conveys broad powers of invest- 
ment to the trust committee of the Wachovia 
Bank & Trust Company, without limitation 
to so-called legal investments and also in- 
structs that all stock dividends and stock 
rights shall be treated as an increment in 
value of the principal and not construed as 
income. 

The will further directs that the trust 
fund created in the previous section shall be 
continued after the death of the wife for 
the use and benefit of the daughter, if she 
be living at the time of the wife’s death, the 
same conditions to apply, including use of 
home, monthly payments and other stipula- 
tions. At the death of the wife or the 
daughter, whichever occurs last, the trust 
fund is to be continued for the benefit of the 
four children of the daughter, share alike, 
which they are to receive upon attaining the 
age of twenty-one years. Col. Fries also di- 
rects that each child, when receiving its 
share, shall arrange with the Wachovia Bank 
& Trust Company to serve as financial agent. 

The will makes further provision, that in 
the event that there are no heirs surviving 


stock 
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upon the death of the daughter, thus termi- 
nating the trust, that in such event the en- 
tire estate shall be bequeathed to the Salem 
Academy and College, as part of the endow- 
ment of that institution but to be separately 
administered and named “The Fries Memo- 
rial Endowment Fund” which is to “be dedi- 
cated to the loving memory of those noble 
women who have by birth or marriage borne 
the ‘Fries’ name and have been students in 
this institution of learning.” 

After providing further for the appoint- 
ment of his daughter and the Wachovia Bank 
& Trust Company to be executors and to re- 
tain or dispose of investments and property 
as they may deem advantageous, the wiil 
concludes as follows: 

“T realize that the Wachovia Bank & Trust 
Company will give much time and attention 
to the settlement of my estate and the ad- 
ministration of the trust fund, that they will 
keep the books and make the investments 
and that my daughter will keep posted 
through their efforts, so that with her agree- 
ment, I direct said trust company shall re- 
ceive the commissions charged in 
ule at the time of my death.” 


its sched- 


NATIONAL NEWARK AND ESSEX 
BANKING CO. IN NEW HOME 

The National Newark and Essex Banking 
Company of Newark, N. J., recently took pos- 
session of attractive quarters in the new 
skyscraper located on its original site and 
known as the Newark and Essex Building. 
The banking quarters are located on the sec- 
ond floor to which entrance is gained by a 
spacious and broad marble staircase. The 


New Skyscraper Home of the 
National Newark and _ Essex 
Banking Co. Newark, N. J. 
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interior is rendered unusually attractive by 
mural decorations depicting the growth of 
Newark. The opening was attended by thou- 
sands of customers and friends with the 
reception committee headed by President 
Charles L. Farrell. Handsome _ provisions 
have also been made for the trust depart- 
ment which is headed by William E. Hocker, 
vice-president and trust officer. 


MEETING OF WEST VIRGINIA CORPOR.- 
ATE FIDUCIARY SOCIETY 

The meeting of the Fiduciary Group 
of the West Virginia Bankers’ Association 
held recently at White Sulphur Springs, W. 
Va., brought forth very interesting 
papers and discussion. 

The outstanding address before the Group 
was by E. W. Knight of Brown, Jackson & 
Knight of Charleston, W. Va., on “Coopera- 
tion between Trust Banks and the Bar.” 
Mr. Knight is one of the outstanding at- 
torneys of West Virginia and his treatment 
of the subject was very able and fair. He 
said that it would be unfair to the public 
to restrict the trust companies in the han- 
dling of estates in any way and on the other 
hand that it was also unfair for the trust 
banks to practice law, but that they should 
work together to the advantage of both sides 

R. KE. Bowie, trust officer of the Security 
Trust Company of Wheeling, made a very 
good talk on “Investing Trust Funds,” 
ing the need of taxation legislation in 
Virginia. 

C. Paul Heavener, assistant trust officer of 
the Charleston National Bank of Charleston, 
W. Va., discussed the matter of “Obtaining 
New Trust Business and Securing the Co- 
operation of Senior Officers and Directors.” 
Ife stressed the point of showing the senior 
officers and directors that the trust business 
is profitable if obtained in rather large 
amounts and that by showing profit the co- 
operation of all interested in the 
bank would be gained. 


some 
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COOPERATING WITH LAWYERS 

Evidencing the cooperative policy of the 
Fidelity Trust Company of Pittsburgh in 
maintaining satisfactory contacts with mem- 
bers of the legal profession, an advertise- 
ment recently appeared above the signature 
of that company which reads: 

“For more than forty-five years the Fidel- 
itv Trust Company and the lawyers of Al- 
legheny County have worked together in the 
settlement of estates: 921 members of the 
bar of Allegheny County now represent the 
Fidelity in various trust capacities.” 
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CENTRAL REPUBLIC BANK 


AND TRUST COMPANY 


208 
SOUTH LA SALLE STREET 
CHICAGO 


Capital, Surplus and 
Undivided Profits 
$28,000,000 


ember of Federal Reserve System 


A Consolidation of 


CENTRAL [RUST The National Bank of the 


COMPANY OF ILLINOIS . . ae cue: 





FOURTH TALLEST BANK BUILDING WEST OF THE MISSISSIPPI 
NEARING COMPLETION IN OKLAHOMA CITY 


The First National Bank & Trust Com- 
pany of Oklahoma City, Okla., will have the 
distinction of occupying the fourth tallest 
building west of the Mississippi River when 
its new 383-story home is completed. It 
will be a fitting abode for one of the largest 


New HOME OF THE First NATIONAL BANK AND 

Trust COMPANY OF OKLAHOMA CITY, IN COURSE 

OF CONSTRUCTION, AND WHICH WILL BE THE 

FouRTH TALLEST BUILDING WEST OF THE 
MISSISSIPPI 


banking and trust company institutions in 
the west and the oldest bank in Oklahoma 
City with an accumulation of over $70,000,- 
000 resources, $65,000,000 in deposits and 
capital structure of over $7,000,000, ranking 
among the 100 largest banking institutions 
in the country. 

A beacon tower which crowns the new 
building now in course of completion, will be 
equivalent to seven additional stories so that 
the height will be just short of forty stories 
and 440 feet from the street level. Lights in 
this beacon will have a visibility of fifty 
miles. The cost of the building and _ site 
calls for an outlay of $4,500,000. The bank 
will occupy the basement and the first four 
stories, the remaining floors to be available 
for offices. The latest in modern and attrac- 
tive equipment will be provided in connec- 
tion with the banking, trust company and 
other departments, including a_ spacious 
safety vault of latest protective type. 

The First National Bank & Trust Company 
has had an exceptionally successful career, 
not only keeping pace with Oklahoma’s in- 


dustrial, financial and agricultural develop- 


ment, but taking active leadership in pro- 
gressive movements. Trust service has been 
provided of a high standard and the records 
of this department show a remarkable growth 
from year to year. 

Executive officers of the bank are headed 
by Hugh M. Johnson, chairman of the 
board; Frank P. Johnson, president ; Charles 
W. Gunter, chairman of the executive com- 
mittee and vice-chairman of the board and 
William Mee, chairman of the finance com 
mittee. The bank’s board of directors is 
made up of fifty-nine of the state’s capitalists 
and business leaders. 

J. M. Cotter and J. Beilman, travel bureau 
managers for the M & T Trust Company 
and Marine Trust Company respectively, are 
co-chairmen for the convention of the Asso- 
ciation of American Bank Travel Bureaus 
to be held in Buffalo on September 14 and 15. 

The Hoopeston National Bank and the 
First National Bank of Hoopeston, Ill., have 
been merged, representing total resources of 
over $2,000,000. 

tobert L. John of the Minnesota Loan & 
Trust Company has been elected vice-presi- 
dent for Minnesota of the Trust Company 
Division of the American Bankers Associa- 
tion. 
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The Oldest Trust Company in SMassachusetts 
Established 1868 
and its affiliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


A NEWS ITEM WITH A SELLING POINT 


W. J. KOMMERS 
Vice-president-Trust Officer, Old National Bank and Union Trust Company, Spokane 


N times like these, anything which strikes 

a note of reassurance to the public about 

the stability and safety of one of the coun- 
try’s most rapidly growing financial services 
is naturally welcome. When this note is 
sounded by such authorities as the State 
Banking Departments of every state in the 
Union, and is confirmed by the Comptroller 
of Currency of the United States, it is all 
the more gratifying. Here’s this bit of 
wholesome news: 

The editor of Trust COMPANIES Magazine, 
the publication of trust companies in Amer- 
ica, recently addressed a letter to each of 
the forty-eight state banking departments in 
the United States, in order to ascertain from 
official sources whether or not losses have 
been sustained by beneficiaries of estates, or 
trust funds administered by trust companies 
as trustees, executors, ete., and attributable 
to either failure, suspension or malfeasance. 
The inquiry was prompted by reason of the 
large number of bank failures during the 
last decade and the frequency with which 
the title “trust company” appeared in the 
list of banking fatalities, indicating the pos- 
sible tying up of trust funds. 

The replies from state banking authorities 
afford a remarkably unanimous record and 
official proof of the 100 per cent safety of 
trust and estate funds committed to the care 
of trust companies. The exhibit is one that 
is not paralleled by any other type of Ameri- 
can financial institution. It reveals, in brief, 
that not a single dollar of trust or estate 
funds has been lost where such funds have 
been in the care of trust companies. In the 
relatively few instances where such funds 
were tied up in bank suspensions, the capital 


stock of the company, the securities deposited 
with public officials, the segregation required 
for trust assets and the preferred status of 
trust creditors, have sufficed to cover or 
liquidate claims in full. A similar record of 
immunity from loss by national banks exer- 
cising trust powers is reported by the Comp- 
troller of the Currency. 

This inquiry brings up-to-date the exhibit 
made by a special committee of research of 
the Trust Company Division of the American 
Bankers Association, in September, 1925, 
which revealed that up to that period and 
covering the entire history of American trust 
company development, not a single dollar of 
had been incurred to beneficiaries of 
funds handled by trust companies. 

We should not miss an opportunity te 
broadeast this bit of news among our friends 
and patrons of the bank. It re-enforces every 
bit of advertising we have published these 
twenty years, and sets at rest any misgiv- 
ings the public may have, due to the publicity 
the press has given to bank failures in recent 
years. 

In the words of a noted trust officer: “This 
record is a triumph of a splendid service 
founded upon the most perfect plan ever 
devised for the protection of property and 
the conservation of estates.’—(From The 
Beacon, published for officers and employees 
of the old National System of the Inland 
Empire Banks.) 


loss 


Interim certificates have not the status 


of negotiable securities according to a recent 


decision by the Supreme Court of New York 
in the case of L. F. Rothschild vs. First Na- 
tional Bank of Hancock, N. Y. 
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EXCHANGE TRUST COMPANY 


Harry H. Rocers, President 


H. L. STANDEVEN, Exec. Vice-President 


“Oklahoma’s Largest Trust Company” 


TULSA, OKLAHOMA 


Afitiated with 


Trust Department 
Savings Department 
Mortgage Loan Dept. 
Bond Department 
Travel Department 


the Exchange 





PROBATE AND APPRAISAL OF LARGE 
ESTATES 

recently probated and appraised 
larger size are the following: 
George A. Draper, Hopedale, Mass., left aa 
estate valued at $11,753,595. Frederick Fan- 
ning Ayer, New York, lawyer and author, 
and son of Dr. James C. Ayer, manufacturer 
of <Ayer’s Sarsaparilla, left an estate ap- 
praised at $10,481,844. Sidney Schwab, New 


Among 
estates of 


EXCHANGE BANKS-OF TULSA 


TPExchange 
National Bank Trust Company National Company 


Capital, Surplus, and Undivided Profits exceed $10,909,090 
Resources exceed $100,000,009 


> Exchange 





York, owner of S. M. Schwab, Jr. & Com- 
pany, cotton converting concern, left an es- 
tate of $4,940,358. Mortimer L. Schiff, New 


York, senior member of Kuhn, Loeb & Com- 


pany, bankers, left $1,001,000 to charity. No 


estimate is given of the size of the estate. 
Mrs. Edith Colford Iselin, New York, wife 
of Columbus O’Donnell Iselin, left an estate 


9) 


appraised at $2,216,235. 


SHOWING MAIN BANKING QUARTERS OF THE NEW HOME OF THE MURRAY HILL OFFICE OF THE 
GUARANTY TRUST COMPANY OF NEW YoRK 
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IN SAN FRANCISCO 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 


ANALYSIS SHOWS AVERAGE EARNINGS AND VOLUME OF BUSINESS 
IN TRUST DEPARTMENTS OF NATIONAL BANK 


A recent analysis of the operations of 
1.868 active trust departments conducted by 
national banks under the provisions of the 
Federal Reserve System, has been made bys 
the trust department supervision section of 
the office of the Comptroller of the Currency 
in Washington and yields interesting 
information. The survey embraces adminis- 
tration of 79,912 individual trusts aggregat- 
ing four and a half billions of dollars and 
corporate trusts valued at nearly twelve bil- 
lions. 


some 


The analysis is grouped in accordance with 
volume of trust assets in each 
trust department, average earnings in each 
trust department according to towns and 
cities of different The compilation 
shows that forty-seven trust departments in 
places with population of less than 1,000 in- 
habitants were each administering $36,651 
of trust with an average volume of 
trust assets in each trust of $4.462, and these 
departments reported gross earnings for the 
twelve-months period of $749 per bank; 154 
trust departments in places with population 
between 1,000 and 2,499 were each adminis- 
tering $94,055 of trust each trust 
averaging §6,6ST in assets, and each depart- 
ment reporting $931 in gross earnings; 251 
trust departments in places with population 
between 2,500 and 4,999 were each adminis- 
tering $181,874 of trust each trusi 
averaging $9,627 in assets, and each depart- 
ment earning $1,399. 


the average 


sizes. 


assets, 


assets ; 


assets; 


In places with population between 5,000 
and 9,999 there were 306 trust departments 
each administering $227,252 of trust assets: 
each trust averaging $10,944 in assets, and 
each department reporting $1,875 gross earn- 
ings; 429 trust departments in places with 


population between 10,000 and 24.999 were 
each administering $409,902 of trust assets; 
each trust averaging $14,962, and each de- 
partment earning $3,206; 225 trust depart- 
ments in places with population between 
25,000 and 49,999 were each administering 
$986,158 of trust assets; each trust averag- 
ing $32,014 and each department earning 
$3,912. 

In places with population between 50,000 
and 99,999 there were 156 trust departments, 
each administering $2,215,649 of trust assets; 
each trust averaging $39,748, and each de. 
partment earning $8,929; 120 trust depart- 
ments in places with population between 
100,000 and 249.999 were each administering 
$4,970,578 of trust each trust aver- 
aging $49,603, and each department earning 
$19.212: 66 trust departments in places with 
population between 250,000 and 499,999 were 
administering $8,201,622 of trust assets; each 
trust averaging $581,757, and each depart- 
ment earning $28,109. 

Forty-one trust departments in places with 
population between 500,000 and 999,999 were 
each administering $18,579,181 of trust as- 
each trust averaging $92,611, and each 
department earning $76,971, and finally the 
last group of 56 trust departments located in 
places with a population of 1,000,000 and 
over were each administering $35,479,227 of 
trust each trust averaging $112,399, 
and each trust department earning $223,339. 


assets ; 
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assets; 


John J. Nelligan, president of the Safe 
Deposit and Trust Company of Baltimore, 
Md., has been named by Governor Ritchie 
as chairman of a committee to investigate 
the administrative methods of State Roads 


Commission since 1928. 
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OKLAHOMA’S STALWART BANKING 
AND TRUST COMPANY ORGANIZATION 

Oklahoma owes much of its financial and 
economic growth to the progressive manner 
in which the so-called “Exchange Banks” of 
Tulsa, consisting of the Exchange National 
Bank and the Exchange Trust Company, 
have fostered business enterprise, develop- 
ment of native resources and constructive 
improvements. Harry H. Rogers, president 
of both institutions is one of the dominant 
figures in the Oklahoma financial and bank- 
ing world. He is for his native city and 
state, first, last and all the time. His genius 
and organization talent have played a most 
important part in the upbuilding, not only 
of Tulsa but of the entire State. In recent 
years he and his associates have acquired a 
much more influential position through the 
acqu’sition of affiliated banking institutions 
in the state, which all profit from the pro- 
gressive policies which characterize the “Ex- 
change Banks.” 

The important place which the “Exchange 
Group” occupies in Oklahoma is indicated 
by the latest financial statement showing 
combined of $102,698,542; deposits, 
$52,238,667; capital, surplus and undivided 
profits, $10,038,988. The Exchange National 
has resources of $55,910,261 with combined 


assets 


-apita., surplus and undivided profits of $5,- 


947,000 and reserves of $182,605. The Ex- 
change Trust Company which has its 
executive vice-president and trust officer 
Judge H. L. Standeven, who is nationally 
known in trust circles, reports total assets 
held in trust and other capacities, $27,1<1,- 


as 


M. & T. TRUST COMPANY 

Aggregate resources of $162,638,225 are 
shown in the latest financial statement of 
the Manufacturers and Traders Trust Com- 
pany of Buffalo, including cash on hand and 
in banks, $21,198,000: U. S. bonds and other 
investments, $43,611,508; loans and _  dis- 
counts, $77,807,000. Deposits total $121,201,- 
000; with capital of $6,000,000; surplus, $15,- 
000,000 ; undivided profits, $2,439,000 and re- 
serves of $6,238,615. 


The American Express Bank & Trust Com 
pany of New York reports resources of $50,- 
581,407 and deposits of $22,312,543. Capital 
is $10,000,000; surplus and undivided profits, 
$5,502,270. 

American Express Bank & Trust Company 
of New York has been appointed trustee un- 
der a trust agreement of Tri-Utilities Cor- 
poration, securing a total of $2,346,000 six 
months secured gold notes Series A and B. 
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BANKERS CONVENTION CALENDAR 


Date 
Sept. 
Sept. 
Sept. 
Sept. 


Sept. 


Sept 


Sept. 


Sept. 
Sept. 


Oct. 


Oct. 


. 22-23 —Nebraska 


Place 
Rehoboth 
Cheyenne 


State Association 
3 —Delaware 
4-5 —Wyoming 
9-10 —Maine Rangeley 
14-17—Financial Advertisers’ 
Association 
17-1S—Kentucky 
17-18—Seventh Mid-Continent 
Trust Conference 
Grand Rapids, Mich 
17-19—New York Savings 
Banks 
24-26—Massachusetts 
28-30—National Ass’n of Super- 
visors of State Banks 
New Orleans, La. 
Convention 
Atlantie City, N. J. 
—Pacific and Rocky Mt. 
States Trust Confer- 
e_ce San Francisco, Cal. 
Lincoln 


Boston 
Louisville 


Niagara Falls 
Pittsfield 


o-S —A. B. A. 


21-25 


. 27-29 —Mortgage Bankers Ass’n 


Dallas, Tex. 
—Southern Bank Manage- 
ment Conference 
Nashville, Tenn. 
—Investment Bankers <Ass’n 
White Sulphur Springs, W. Va. 


5-6 


Haut Y. LEMON 


Vice-president, Commerce Trust Co. of Kansas 

City, who will be nominated Treasurer of the 

American Bankers’ Association at the forth- 
coming convention. 
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HAWAIIAN PINEAPPLE FIELD 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 


Capital, Surplus and Undivided Profits, $3,600,799.99 


Approximate Value of Real and Personal Property Under 
Our Control and Management, $75,000,000.00 


We do not transact a Banking Business 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 


ORGANIZATION OF REGIONAL CLEAR- 
ING HOUSE ASSOCIATIONS 


Fred W. Ellsworth, vice-president of the 
Hibernia Bank & Trust Company of New 
Orleans, is chairman of the Bank Manage- 
ment Commission of the American Bankers 
Association, which is engaged upon a com- 
prehensive program of better management 
studies.’ The latest product of this com- 
mission is a manual of the organization and 
management of regional clearing house as- 
sociations. Chairman Ellsworth sets forth, 
in the introduction, the important influence 
of clearing house organization and super: 
vision which have proven so successful in 
larger cities. 

“Those organization facilities,” says Mr 
Ellsworth. “which for so long a time and in 
so unmistakable a manner have been bene- 
ficial to the city bank, are now available to 
the banks in smaller towns and villages by 
means of what is known as the regional 
clearing house, consisting of the banks in 4 
natural trade area region. Every reason for 


the founding of a city clearing house applies 
with equal logic to the founding of a regional 
clearing house, and every benefit enjoyed by 
the former can be employed by the latter.” 


SAFEGUARDING COLLATERAL LOANS 

Recent experience has demonstrated that 
more losses are sustained by banks from 
poor collateral loans than from poor dis- 
counts. The need of safeguarding collateral 
loans was the subject of an instructive con- 
vention address delivered recently by Fred- 
erick P. H. Siddons, secretary of the Ameri- 
can Security & Trust Company of Washing- 
ton, D. C. He classified the most important 
safeguards as follows: Value of the security 
as collateral; properly worded forms in use 
in note department; a system in your note 
department up-to-date and complete for han- 
dling collateral loan transactions; analyza- 
tion of customers’ requirements; making 
such loans liquid so as to correspond with 
the various types of deposits; and finally 
proper insurance safeguards. 
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SYMPOSIUM OF TRUST FEES 
(Continued from page 154) 

“An annual fee of %ths of 1 per cent of the 
corpus on values under $50,000, and % of 1 
per cent per annum on an estate in excess of 
$50,000. 

“As the estate increases in size, it seems 
to be the practice of the trust companies to 
reduce the rate proportionately, although no 
fixed schedule is in force. There is also a 
closing fee of 1 per cent of the corpus to be 
paid as and when the principal is distributed. 
The same fee is provided for trustees under 
voluntary and life insurance trusts. 

“We do not make an acceptance charge and 
I have been convinced that such a charge 
would have a tendency to prevent trusts be- 
ing established, although I may be in error 
in this opinion. I am not certain that the 
charge on the corpus alone is the best basis 
for fixing compensation. Perhaps a combina- 
tion of principal and income charge would be 
more nearly remunerative. We have some 
estates consisting of real estate that produces 
considerable revenue and is very difficult of 
management, yet the % of 1 per cent corpus 
charge produces a larger yield to us than 
would an income charge. The schedule is 
being followed very largely by the trust or- 
ganizations in the state and has served to 
eliminate much of the price-cutting and shop- 
ping that previously existed. 

“The statutory fees for executor and ad- 
ministrator appear to us to be adequate and 
fair. In some estates that are heavily in- 
volved a hardship could be worked by ap- 
plication of the fee schedule, but as a gen- 
eral rule the more involved an estate is the 
more compensation the executor earns. In a 
great many Cases our compensation is exceed- 
ingly small, while in others it is large even 
where the gross estate is the same size.” 


The Bankers Trust Company of New York 


has leased ten floors and the basement of 
the building at 48 Exchange Place to provide 
temporary quarters for departmental activi- 
ties moved from quarters formerly occupied 
in the old building which is in process of 
demolition on the site adjoining its main 
office where part of the new annex is to be 
erected. 

The Farmers National Bank of Ashtabula, 
©., organized in 1847 as a branch of the 
State Bank of Ohio and which tock out a 
charter as a national bank in 1865, has 
changed its title to Farmers National Bank 
& Trust Company. 


BANDIT-PROOF ARSENAL FOR BANKS 

The Interstate Trust and Banking Com- 
pany of New Orleans is taking no more 
chances with bandits and hold-up specialists 
at its Freret street branch office. This par- 
ticular office has been the scene of four suc- 
cessive hold-ups and rather than continue a 
state of siege or guerrilla warfare, it was 
decided to borrow some of the advanced 
ideas of defensive strategy. Accordingly the 
branch office has been equipped with bullet- 
proof installations and ingenious electrical 
equipments which will prompt even the most 
desperate of bank hold-up men to put this 
office on their blacklists. 


ARMAMENT FOR PROTECTION AGAINST HOLDUP 
INSTALLED AT A BRANCH OF THE INTERSTATE TRUST 
AND BANKING Co. OF NEw ORLEANS 


Here are some of the features of this ultra- 
modern bank fortress: The visitor first 
continuous steel partition standing eight feet 
high, enclosing the tellers’ cages and painted 
in ominous dull brownish red. This wall is 
of a thickness to withstand bullets fired from 
a 45 calibre automatic at a distance of 15 
feet. The windows are also bullet-proof and 
only a foot wide and two feet high. No per- 
son in the lobby can look through two win- 
dows at the same time. At the side of each 
wicket window is an _ invisible’ porthole 
through which the clerk can push the muzzle 
of a pistol. Above the steel partition and 
extending to the ceiling is wire mesh to pre- 
vent the throwing of bombs. At each teller’s 
window there is a button which sets off the 
bank siren. <All entrances are barred by dou- 
ble bullet-proof doors and many other de- 
vices are employed to render the mission of 
the hold-up man a hopeless one with the odds 
99 to 1 against him. 


sees 


The Merchants & Farmers National Bank 
of Charlotte, N. C., 
311 and deposits, $2,578,547. 


reports resources, $3,640,- 
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NEW BURROUGHS BANK MACHINE 


A new combination bank machine designed 
to handle each of the three jobs of interior 
proving, transit letter writing, and miscel- 
laneous adding with the speed of specia!- 
ized machines has been announced by the 
Burroughs Adding Machine Company, De- 
troit. 

The new machine is set up for the three 
classes of work, the change from one to the 
other being effected simply by depressing a 
key and shifting a lever. On proving work, 
the machine follows the modern practice of 
eliminating both carbon paper and tear-apart 
sheets for the double record required. Both 
the batch sheet and the tally tape are printed 
in original by means of a double ribbon 
mechanism. 

In the writing of transit letters, the ma- 
chine operates on the numerical transit sys- 
tem, showing amount printed in red, and the 
payer number and the endorser number in 
black. The machine carriage automatically 


NEW COMBINATION BANK MACHINE ANNOUNCED 
BY BURROUGHS ADDING MACHINE COMPANY 


tabulates to the proper columns for entries 
and returns to the first column at the com- 
pletion of each item. It accumulates 
transit item totals for the day or run for 
a grand total. On straight adding and list- 
ing work the machine is said to be very 
rapid in operation. For this work the ear- 
riage is locked in stationary position, and 
the tally roll the adding machine 
tape. The machine is also available as a 
duplex adding machine for adding any num- 
ber of groups of figures, providing a total 


also 


becomes 
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LAW GRADUATE 
ACCOUNTANT 


Desires position with Pank or Trust 
Company, 9 years experience trust ac- 
counting and probate work. Complete 
knowledge of taxation. Location no ob- 
jection. Available immediately. Good 
character and personality. 


Box D. H. M. 


TRUST COMPANIES MAGAZINE 
55 Liberty Street, New York City 


of each group and a grand total of all with- 
out relisting. 

The machine is of the low keyboard de- 
sign. is equipped with ten columns of keys, 
and electric operation. 


NINTH PACIFIC COAST CONFERENCE 

More than 200 representatives of western 
banks and trust companies will meet in 
San Francisco October 21, 22 and 25 to at- 
tend the Ninth Regional Trust Conference 
of the Pacific Coast and Rocky Mountain 
States, according to R. M. Sims, vice-presi- 
dent of American Trust Company and gen- 
eral chairman of the conference. The meet- 
ing will be held under the joint auspices of 
the Trust Company Division of the Ameri- 
can Bankers Association and the Trust Sec- 
tion of the California Bankers Association. 

Nationally recognized authorities on trust 
topics have been invited to join the leading 
trust men of the West in a program that 
will emphasize the importance and_ benefit 
of trust service. 

Arrangements for the conference are be- 
ing made by very able committees, of which 
the chairmen are as follows: Program com- 
inittee, J. E. McGuigan, vice-president, Bank 
of America N. T. & S. A., chairman; hotel 
and reception committee, Frank H. Lougher, 
trust officer, Anglo-California Trust Com- 
pany, chairman; publicity committee, G. W. 
Wickland, assistant cashier, Wells Fargo 
Bank & Union Trust Company, chairman. 


Two well-known employees of Security- 
First National Bank of Angeles have 
passed many milestones in the service of that 
institution. George M. Wallace, vice-presi- 
dent, celebrated his thirtieth year, and Er- 
nest G. Taylor, also a_ vice-president, his 
twenty-fifth year of service recently. 


Los 
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Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 


RESOURCES IN EXCESS OF $40,000,000 
MEMBER FEDERAL RESERVE SYSTEM 





WHERE AN IRREVOCABLE INSURANCE 
TRUST WOULD HAVE PREVENTED 
COLLAPSE 
Out of Chicago swept a name; a name 
that stood for the pioneering spirit in in- 
dustry; a name that stood for the New Ro- 
mance. On to colorful exploits, on to new 
fields, daring enterprises, on to new worlds 
to conquer with the drive that created the 
rising metropolis of the Middle West; a 
name that stood for the Chicago of the turn 

of the century made incarnate. 

Up to the peak swept the man who bore 
it, up and over the edge. Perhaps the post- 
war America was too refined, too precise 
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CURBSTONE BANK FOR TIRED MOTORISTS 


Night and day depositary provided for auto pa- 
trons by a bank in San Francisco 





for such a spirit; perhaps it was a combina- 
tion of ugly breaks. Whatever it was, it was 
too much for the man. Trouble followed 
prosperity, catastrophe followed trouble. And 
then J. Ogden Armour died, leaving the one 
time Lolita Sheldon, his widow, surrounded 
by such a whirlwind of securities, debts, ob- 
ligations, credits, assets and debits, as is 
rarely seen. 

We all know the romance of Universal 
Products—how the obscure inventor, Carbon 
Petroleum Dubbs, rose overnight to fame and 
fortune, carrying with him the widow of his 
backer, Armour, and her associates. Bring- 
ing her back to the sunlight after months, 
years in obscurity. 

Fortunately, this story has a happy ending. 
Yet how many unpleasant chapters might 
have been omitted had an irrevocable insur- 
ance trust been created by Mr. Armour when 
at the height of his wealth and power.— 
(From “Property.” published by the Fidel- 
ity Trust Company of Pittsburgh.) 


FOSTERING SOUND LAWYER TRUST 

COMPANY RELATIONS IN HAWAII 

The Hawaiian Trust Company, Ltd., of 
Honolulu and the pioneer trust company of 
Hawaii, has reproduced in pamphlet form 
the editorial which appeared in the March, 
1931 issue of Trust COMPANIES Magazine, en- 
titled “The Lawyer-Trust Company Creed” 
which sets forth as essential to sound rela- 
tions between trust companies and the legal 
profession a primary regard of service and 
protection of the public. These pamphlets 
have been distributed to members of the bar 
in Hawaii and others. 

H. R. Kibbee, president of the Commercial 
Trust & Savings Bank of Mitchell, S. D., 
has been elected a director of the Federal 
Reserve Bank of Minneapolis. 





SOCIAL AND LEGAL ASPECTS OF TRUST SERVICE 


PUBLIC POLICY INVOLVED IN CONTROL OF FIDUCIARY WEALTH 


ALBERT A. ROSENSHINE 
Former Legal Counsel for Superintendent of Banks of California 


(IEpITOR’s NOTE: 


Mr. Rosenshine states that public opinion has not crystallized in 


reference to the scope of trust functions and the business which trust companies may 


properly conduct. 


He maintains that trust companies, themselves, should direct their 


thought and ability to the solution of problems and scope of trust administration, to the 
end that laws governing trust companies will produce lasting benefit to the public and 
reward to the corporate trustee.) 


HERE is a tendency in the develop- 

ment of the complex society in which 

we live to concentrate great wealth in 
the hands of small groups. This is manifest 
not only in industrial and financial consoli- 
dations but also in the development of the 
trust company and its functions. When the 
banking institutions of the country were per- 
mitted by law to conduct a trust business 
they began educating the public to create 
trusts. They have, through advertising and 
other means, taught the public to accept the 
trust theory. ‘They have convinced the pub- 
lic of their integrity, soundness and judg- 
ment. 

The public has been led to believe that by 
adopting a trust plan created by a bank and 
by confiding its funds or property to the bank 
to be administered by it as trustee, a maxi- 
mum of happiness and safety will result to 
those whom the trustor names as_ benefi- 
ciaries. As a result of this education of the 
public, ‘there has been a great concentration 
of wealth in the hands of banks through their 
trust departments. The trust property is 
frequently held by these banks for long pe- 
riods of time for specific purposes, sometimes 
to be invested in the type of security which 
the law permits for trust purposes, and at 
others in types of securities selected by the 
bank, depending on the provisions of the in- 
strument creating the trust. 


Trust Business in California 

As the efforts to acquire business become 
more strenuous, the public is induced to place 
more and more of its property in the hands 
of these corporate entities and the question 
of public policy involved in the concentra- 
tion of a large proportion of the total wealth 
of the nation in the hands of trust companies 
for administration and control becomes one 
of the utmost concern. 


As illustrating the rapidity of the public 
response to the trust educational campaigns 
of the banks, we may take the figures for 
California. The California Bank Act classi- 
fies and defines trusts as court trusts and 
private trusts. A court trust is defined as 
“one in which any trust company acts under 
appointment, order or decree of any court, 
as executor, administrator, guardian, as- 
signee, receiver, depositary or trustee, or 
in which it receives on deposit from a 
public administrator, under any provision 
of this act, or from any executor, admin- 
istrator, guardian, assignee, receiver, de- 
positary or trustee, under any order or 
decree of any court money or property.” 
“Any other trust is a private trust.” 
In 1928 the court trust business amount- 
ed to $269,000,000, an increase of 37.4 
per cent over a five-year period and the pri- 
vate trust business totaled $967,000,000, an 
increase of more than 100 per cent over a 
like term. The number of court trusts in- 
ereased from 1,309 in 1923 to 3,046 in 1928, 
and the number of private trusts from 7,697 
in 1923 to 16,830 in 1928. In each case the 
increase in the number of trusts adminis- 
tered was well over 100 per cent. 

The state having granted to trust com- 
panies the right to administer trusts has re- 
tained, as a matter of public policy, the right 
to supervise and examine the conduct of 
these corporations. But no matter how care- 
fully the state’s supervising agencies may 
perform their duties, in its final analysis it 
is the trust company, itself, which must ex- 
amine and direct its own internal organiza- 
tion, management and conduct. Especially 
is this true as to private trusts where state 
supervision is not possible because of the 
enormous volume of private trusts and the 
intricacies of the provisions of the instru- 
ments under which they are created. 
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Spread of Trust Company Activities 


The activities of the trust companies are 
spreading in various directions. They no 
longer include only the functions of acting 
as executors, guardians of incompetent per- 
sons and minors, but varied services to cor- 
porations are rendered such as acting as trus- 
tee under mortgages or deeds of trust secur- 
ing bond acting as transfer agents 
and registrars of stocks and bonds and acting 
organization, The community or charitable 
trust has become a popular method for the 
permanent administration of funds in chari- 
table and benevolent enterprises. The insur- 
ance trust is a significant and growing de- 
velopment. The selling of participation cer- 
tificates in mortgages owned by the trust 
company is being considered. The possibili- 
ties of the development of the trust depart- 
ment of banks seem to be limited only by 
human ingenuity and I believe that the time 
will come when the profits to be made by a 
well conducted trust department will far ex- 
ceed those of all other departments of a given 
bank. At the present time in the United 
States more than 450,000 estates and more 
than $5,500,000 are probated annually by 
trust companies. 


issues, 


Criticisms of Trust Functions 


However, it is to be borne in mind that 
there are objections to and dangers in the 
operation of these institutions and that it 
is only as they are conscious of the obliga- 
tions which rest upon them and render true 
and that their business will 
continue to prosper. The necessity for a giv- 
en law or a change in existing law is only 
made manifest by experience. The law al- 
ways lags behind and it must of necessity 
do so. It is the attempt to apply the old 
rules to new conditions which leads to criti- 
cism of the law, The law governing liability 
for torts as applied to motor vehicles did not 
fit the condifions of navigation by airplane, 
but it was the only law we had to apply. 
This necessitated a period of adjustment and 
it is during such times that criticism comes. 
Finally public opinion crystallized, legislative 
action was taken, and laws were enacted to 
meet the new conditions. 

So it is with the trust companies. The 
present is the time of flux. Publie opinion 
has not crystallized in reference to the scope 
of trust function and the business which 
trust companies may properly conduct. The 
eriticisms by lawyers, realtors and insurance 
men of the functioning of trust companies 
are not without merit. Are trust companies 
practicing law? Should they be permitted 
to do so? Do they act as realtors illegally? 


honest service 
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Do they act as insurance brokers illegally? 
Should they be permitted to carry on these 
functions? 

The compensation to be received by the 
trustee from all sources in connection with 
the administration of the trust must be con- 
sidered. Should there be a change in refer- 
ence to the profit to be made by a corporate 
trustee? Has the time come when the ex- 
perience of the corporate fiduciary has been 
such as to justify such a change with refer- 
ence to compensation and, if so, should this 
be done by statute or by contract? 


Social Objections of Trust Service 

Is it not the trustee’s duty always to ex- 
plain fully when a trust is irrevocable? 
Should the law provide that all trusts should 
be revocable unless it is specifically provid- 
ed in the instrument creating the trust that 
it should be irrevocable? Should not each 
trustor understand the difference between 
court trusts and private trusts (where such 
differences exist)? Should the rule against 
mingling trust funds be changed? 

These, and many other questions, must be 
answered before public thought crystallizes 
and public policy determines just what is a 
proper trust function and what nature of 
business a trust company should conduct. The 
trust companies, themselves, should direct 
their thought and ability to the solution of 
these problems, approaching the 
not with the narrow and selfish desire of im- 
mediate gain but with the broad and unselfish 
point of view of the ultimate benefit to so- 
ciety. to the end that when the law governing 
trust companies shall have been determined 
it will produce continuous and lasting benefit 
to the public and reward to the corporate 
trustee. 


questions 


Problems of Personnel 

The problems of the trust company are prob- 
lems of personnel as well as administration. 
It does not follow that because a man knows 
the intricacies of commercial banking that 
he is capable of advising an individual as to 
his relationship to his family and his obliga- 
tions to his wife, his children or his parents: 
nor does it follow because a man has received 
an education in the various departments of a 
bank that his point of view will be such that 
he can forget the institution by which he is 
employed in his desire to be of genuine serv- 
ice to the prospective trustor. His anxiety 
to make a showing and bring returns to his 
employer may often overshadow the funda- 
mental obligations which are owing to the 
client. 

If the relationship which the law has es- 
tablished between trustee and trustor is to 
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remain unchanged, there must be some means 
provided for the proper training of those of- 
ficers who conduct the trust departments. 
This training cannot come in the bank itself. 
There must be a moral background first and 
foremost. There must be an historic and a 
legal education. The official who meets the 
prospective trustor must be a man of suffi- 
cient vision and experience to develop the 
true picture of the family life of the individ- 
ual so that the advice given will be of value 
and benefit to those whom the trustor seeks 
to protect and aid. The more education, the 
more experience, the more character a trust 
officer has, the better in the long run will he 
fulfill his function for his institution. 


Human Factors in Trust Service 
Public policy is also interested in the ques- 
tions of taking the control of property from 
individuals and keeping it in the hands of 
corporate entities; of regulating the lives of 
children from their birth until their death; 
of having those of the present generation en- 
deavor to project their minds into the future 
so that they may fix the status of the genera- 
tion to come in accordance with the views of 
the present. and this in the face of the tre- 
mendous economic, and mechanical 
changes which have been brought to us so 

rapidly in the age in which we live. 


social 


The problems which confront the trust of- 


ficer in assisting in the creation of a trust 
are probably as difficult as any to which the 
human mind is called upon to apply itself. 
To say that a little child when he shall ar- 
rive at the age of forty will be entitled to 
receive the corpus of an estate and to enjoy 
only the income until it reaches that age may, 
as an abstract proposition, seem wise. But 
bearing in mind that many contingencies may 
arise in life, that complications may change 
what seems a perfect plan, and that war or 
disaster may leave the beneficiary in a posi- 
tion where he does not enjoy the fruit of the 
effort of the trustor in the manner that the 
trustor really intended, is it not essential 
that the trust officer should, wherever 
sible, create a flexibility in the trust? 


pos- 


Again, where a woman is to be protected 
on the death of her husband and receive an 
income, let us say, for life, can an untrained 
clerk with no experience in human affairs de- 
termine the method of protecting her in case 
of sickness and whether the corpus or any 
part of it should ever be paid to her or what 
ought to be done for her benefit and the bene- 
fit of her family? Can proper forms be pre- 
pared which will cover all of the intricacies 
necessary to know the future of human life 
and of family relationship? Can all the nec- 
essary facts and the motives of the trustor be 
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developed over a counter or in a large bank- 
ing room where the trustor sits at a desk and 
talks to the trust official? Is this kind of 
physical equipment in a trust company 
such as gives the best service to a client? 

Men and women appoint corporations trus- 
tees because they believe, and have been led 
to believe that a trust company is something 
which is safe, which is honest, and in which 
they can have faith. They are impressed by 
a substantial granite building with an or- 
nate interior and more or less dignified look- 
ing officials. But the essence of the trust 
company is not steel and iron. It is not an 
abstraction. It is human. It is the board 
of directors. But so far as the publie is 
concerned, the trust company is the individ- 
ual in the bank with whom contact is made. 

To have the trust and confidence of any 
man is a great privilege, akin to having his 
love. To be designated by your friend as 
the protector of his little child, his incompe- 
tent brother, or his widow, is not only a 
responsibility, but a manifestation of faith. 
To seek to obtain this responsibility from 
the community, to advertise for it, to solicit 
and finally to convince the public that you 
are worthy of it places a mighty burden upon 
you. 

We have defined “trust” as “faith.” Faith 
is religion. If you bear in mind the high 
calling which you have assumed, your busi- 
ness is no longer one of making money but 
is the voluntary assumption of the obliga- 
tions of service closely akin to religion itself, 
and your institutions will prosper as you, 
through service, justify this confidence, this 
faith, this trust which you have sought. 


‘7 2°, 2°, 
“ —~ . 


KINGS COUNTY TRUST CO. NAMED IN 
WILL OF DICK S. RAMSEY 

The Kings County Trust Company of 
Brooklyn is named as executor in the will of 
the late Dick S. Ramsay, who was president 
of the East River Savings Bank and leaving 
an estate estimated at nearly $2,000,000. 
After bequeathing more than $100,000 to pub- 
lic charities the will provides that the bulk 
of the estate shall go to Miss Iona M. Spears, 
whose mother befriended Mr. Ramsay in his 
youth. In expressing his gratitude toward 
the mother of the chief beneficiary, Mr. Ram- 
say said, “When I was a boy I was accorded 
every comfort and was regularly treated as 
her son until her death in 1912.” 


Robert E. Dowling, prominently identified 
with real estate interests in New York, has 
been elected a director of the City Bank 
Farmers Trust Company of New York. 
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SKYSCRAPER FOR FIRST BANK STOCK 
CORPORATION GROUP IN ST. PAUL 


The St. Paul, Minnesota, group of banks 
headed by the First National Bank and al- 
lied institutions with aggregate resources of 
$150,000,000 and forming a third of the re- 
sources of the First Bank Stock Corporation, 
which has its headquarters in Minneapolis, 
will be housed in a new thirty-story building 
now in course of construction in the financial 
center of St. Paul. The site of the new build- 
ing adjoins the present Merchants Bank 
building, the two structures to be consoli- 
dated in the lower floors. The first seven 
floors will be occupied by the First National 
Bank, Merchants Trust Company, First Se- 
curities Corporation and First Bancredit Cor- 
poration. The main banking lobby will be 
310 feet, extending full length of the block. 
Exterior construction will be of Indiana 
limestone. Safe deposit vaults below the 
street will have capacity for 25,000 boxes, 
sixty-five coupon rooms and twelve confer- 
ence rooms. There will be a pistol target 
range below the street level for the bank po- 
lice. Every modern equipment will be intro- 
duced in what will be one of the most spa- 
cious and finest banking structures in the 
United States. 
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New THIRTY-STORY BANKING AND OFFICE BUILD- 

ING Now UNDER CONSTRUCTION FOR THE FIRST 

NATIONAL BANK OF ST. PAUL, MINNESOTA, AND 

WHICH WILL ALSO BE OCCUPIED BY THE BANK- 
STOCK CORPORATION 
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INHERITANCE TAX LAW HELD 
UNCONSTITUTIONAL 
(Continued from page 209) 
Surrogate Finds Discrimination 

Applying that law to the case before him, 
Surrogate O’Brien said that if Louisa S. 
Cole had died a resident of any other state 
than New York the beneficiaries, Ethel M. 
Cole and Dorothy M. Cole, would have paid 
at the rate of 2 per cent, or $517 each. The 
Surrogate referred to the contention of the 
State Tax Commission that the Legislature 
had a right to the law because the 
classification as to the rate of tax was rea- 
sonable, and said the Court of Appeals in 
its decision has “refused to permit the dif- 
ference in form and nature of two taxes to 
justify discrimination against a non-resi- 
dent.” The opinion stated that “it cannot 
be said with respect to the case at bar that 
there is an essential difference in the real 
property of a resident and a non-resident.” 

Concerning a contention by the State Tax 
Commission that under the law all real 
estate of non-residents is treated alike and 
all real estate of residents is treated alike, 
and that ‘although the real property of a 
resident decedent is placed in a different 
class than the real property of a non-resi- 
dent, yet within the class there is no differ- 
ence,” the Surrogate said: 

“But is not real property located in New 
York State, whether owned by a resident 
decedent or a non-resident decedent, in the 
same class? I hold that it is. It cannot be 
said that equality exists under a statute 
which gives a non-resident a privilege which 
a resident cannot enjoy.” 

Surrogate O’Brien concluded that, whether 
the question arose under the provision of 
the Federal Constitution prohibiting discrim- 
ination against citizens of another state or 
under the provision of the Fourteenth 
Amendment prohibiting the taking of prop- 
erty without the due process of law, “the 
question to be determined is one of equality.” 
The Surrogate held that the Court of Appeals 
ruling was conclusive in the present case 
and also held that the law was in violation 
of the Fourteenth Amendment and “there- 
fore unconstitutional.” 

The Surrogate directed that an order modi- 
fying the tax in accordance with his ruling 
be submitted. 


pass 
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A trust company official recently addressed 
a group of business men and called for a 
show of hands as to how many of his hear- 
ers had made a will. Only seven hands went 
up. In answer to the question as to how 
many intended to make a will, all the remain- 
ing auditors raised their hands. Nuff said. 





INVESTMENT OF BANKING FUNDS IN REAL ESTATE 


MORTGAGES AND MORTGAGE BONDS 


REQUIREMENTS OF INDIVIDUAL INSTITUTION MUST GOVERN POLICY 


DR. W. F. GEPHART 
Vice-president, First National Bank in St. Louis, Mo. 


(Epitor’s NOTE: 


While advocating real estate mortgages and bonds for the bank’s 


investment portfolio, Mr. Gephart distinguishes between various types of securities and 
lays down the definite principle that all such investments must bear a proper relation 


to other investments and commercial demands of the banking institution. 


He points out 


various factors in selection of mortgage securities to which bankers should give heed.) 


HERE are very substantial reasons 

why banks should look with increasing 

favor on investments in real estate, 
properly secured. Every banking institution 
owes to the community from which it derives 
its business and profit the obligation of serv- 
ing it as widely as possible, and, therefore, 
the building of homes for its citizens and 
business properties is a claim on the bank of 
the first order. Again, during the past de- 
sade or more, there has been a decided im- 
provement in the methods of financing build- 
ings. Mortgage loan companies, for example. 
have been organized and other types of fi- 
nancial institutions established which spe- 
cialize in this kind of business and give a 
security to the mortgage loan formerly un- 
known. 


Preferable Types of Mortgage Investments 
for Banks 


There are many types of real estate se- 
curities, such as, first mortgage fee bonds, 
first mortgage leasehold bonds, first mortgage 
collateral trust bonds, the ordinary first mort- 
gage bonds on homes, farms, and business 
properties, the guaranteed first mortgage 
participation, and other modifications. How- 
ever, for most banking institutions the first 
mortgage on dwellings and business proper- 
ties, the first mortgage bonds and the first 
mortgage collateral trust bonds are most 
important. The first mortgage loans on 
homes have much to commend them. The 
banker can make his own appraisal, knows 
his town or city, and is familiar with its in- 
dustrial life, its past, and promised growth. 
If he is, therefore, not too enthusiastic about 
the future of his community and makes a 
careful investigation of titles and proper pro- 
vision for reduction in the loan, he is in 
position to secure a type of investment both 
from the standpoint of security and return 


almost second to none, especially since he 
knows or can discover the most important 
personal facts regarding the borrower. 

The moral and financial risk as it is af- 
fected by the individual can be reduced to a 
minimum. This is also true in the case of 
farm loans, although great care must be 
exercised that neither the home nor farm 
loan becomes permanent—that is, a long 
term loan which should be made by insur- 
ance companies, government land _ banks, 
mortgage companies and other long term 
financing institutions. Perhaps the two most 
common mistakes made in connection with 
such loans is an overappraisal of the prop- 
erty and the failure to require large enough 
periodic payments. 

Availability and Yield of Trust Mortgage 

Bonds 

First mortgage real estate bonds are is- 
sued on the larger properties and are in ef- 
fect simply first mortgage bonds broken up 
into small denominations for the convenience 
of the prospective investor. There is no rea- 
son why they should not be purchased in 
proper quantities by banks. 

(a) If secured by first mortgage on fee 
simple title for an amount not over 60 per 
cent of the appraisal value of land and build- 
ing, and 

(b) If sold and recommended by some 
reliable and experienced investment house 
which will make a secondary market for the 
repurchase of the bonds, if and when needed. 

Through this type of bond the small local 
state bank can participate in the larger city 
loans, many of which represent prime se- 
curity. Of course, not all real estate bond 
issues are attractive and good judgment must 
be used here as elsewhere. The chief points 
to be specially considered are: Appraisals of 
the property; income to be produced by the 
building; annual payments on the principal. 
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First Mortgage Collateral Trust Bonds 

In the first mortgage collateral trust bonds 
a mortgage company in addition to using its 
own capital pledges with an independent 
trust company or bank a block of its own 
mortgages and issues its collateral trust 
mortgage bonds. The bank thus obtains the 
advantage of a security, based on a wider 
distribution and is also relieved of all de- 
tails regarding the making of the loan, the 
investigation of taxes, insurance and the col- 
lection of payments. Such companies ren- 
der a highly specialized kind of service and 
the goodness of the bonds manifestly de- 
pends, aS in so many cases, upon the care 
and ability of those conducting the mortgage 
company. 

The principles underlying the operation of 
such companies are sound and the bank ex- 
pecting to invest in such securities ought to 
make a careful investigation of the opera- 
tions of the company, its financial standing, 
and the location of its investments. Some of 
the companies of this character guarantee 
their securities—that is, charge the investor 
a premium so that a normal 6 per cent loan 
is sold to the investor for 51% per cent. The 
investor thus pays something for this addi- 
tional factor of safety and if the company 
has sufficient financial strength to make the 
guarantee valuable it may well be worth this 
extra cost. 

Several years ago it was not uncommon 
for collateral trust bonds to be guaranteed 
by surety companies, but this practice has 
decidedly decreased. Sometimes the surety 
company would guarantee the individual 
mortgages, and sometimes they would guar- 
antee the bonds actually sold to the investor. 
There cannot be in theory any particular ob- 
jection to the surety company’s guarantee, 
but no guarantee can take the place of first 
hand full and definite knowledge regarding 
the actual underlying security. Mortgage 
loans properly made do not need any third 
party guarantee and the very fact that such 
a guarantee is offered may arouse curiosity 
as to the original party offering it. 


Fundamental Principles of Investment 
The investment of a bank’s funds in real 
estate or real estate bonds of whatever kind 
depends for their security upon a few funda- 


mental principles and factors. First. in the 
case of a home. Does the proposed loan bear 
a proper relation to the present and prospec- 
tive sale value of the property. Second. is 
the borrower a good moral and financial risk. 
Is he likely to have throughout the period 
of the loan an income sufficient to make 
the regular payments and to meet his other 
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expenses. Third, is the property located in 
a section of the community that is advancing 
or is the district stationary or even dete- 
riorating. 

In the case of the industrial property, in 
addition to the personal characteristics of 
the borrower, other facts should be investi- 
gated, as for example, whether the business 
is one which is basic in character and supply- 
ing a product or a service for which there 
will be a continuous demand. If the prop- 
erty is rented in part or whole what is the 
character of the tenants and their business. 
Is the building well located with respect to 
promised directions of development of the 
city. Is the annual net income in proper 
relation to the annual amortization. In the 
ease of mortgage bonds or guaranteed bonds 
almost everything depends on the character 
of the company as it expresses itself in wise 
selection of properties to finance, careful ap- 
praisals, and the financial strength of the 
company itself. 

The fundamental problem involved in the 
handling of a bank’s investment account is 
that of devising a policy that will meet the 
individual requirements of each institution. 
Unfortunately, it is not possible to devise a 
standardized policy applicable to all banks 
because rarely are the investment require- 
ments of even two institutions identical. Con- 
sequently, each bank must study its particu- 
lar problem and give consideration to such 
factors as the character of its deposits, loan 
requirements of its customers, and their sea- 
sonal fluctuations, as well as many other con- 
ditions that will vary in each individual case, 
depending upon the location of the bank and 
the special needs of its clientele. 

Finally, all investments in real estate of 
whatever kind must bear a proper relation 
to other investments and the commercial de- 
mands of the banking institution. American 
bankers, in general. have given much more 
attention to those of their assets used in 
commercial banking than those employed in 
their investments and there is great need that 
the banker. without the necessity of becom- 
ing a specialist in investment banking, should 
give greater care to that part of his assets 
which is in the investment account. 
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Reed E. Holt, assistant trust officer of the 
Walker Bank & Trust Company of Salt Lake 
City. has been elected president of the Trust 
Company Section of the Utah Bankers Asso- 
ciation. 

The Hamilton National Bank of Chatta- 
nooga, Tenn., reports resources, $26,676,058. 
and deposits, $21,014,232. 
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TRUST DEVELOPMENT PROBLEMS TO BE 
DISCUSSED AT BOSTON F. A. A. 
CONVENTION 

The approaching convention of the Finan- 
cial Advertisers Association to be held in 
Boston should make a particular appeal to 
all advertising and new business managers 
interested in the development of trust busi- 
This is true, not only because of the 
fine program to be offered, but also because 
of the exceptional opportunities for promot- 
ing trust service during a period of business 
depression and when people are more ready 
to heed the advantages of fiduciary protec- 
tion. 

The keynote of the trust development dis- 
will be given in an address on 
“Growing Needs for Trust Service” by Rip- 
ley Dana, a prominent Boston lawyer and 
an authority on trust law and practice. This 
will be followed by a discussion on “Misuses 
and Misconceptions of the Title Trust,” a 
subject of prime importance because of the 
numerous abuses of the title “trust company” 
to which attention has been frequently di- 
rected in the editorial pages of Trust Com- 
PANIES Magazine. One of the most serious 
aspects of this subject is the effect upon the 
public mind of numerous bank failures where 
such institutions appropriate the words 
“trust company” in their titles, but have 
neither trust assets nor make even a pre- 
tense of doing trust business. 


ness. 


cussions 


Others on the trust development program 
are the following: <A. D. Chiquoine, vice- 
president of Batten, Barton, Durstine & Os- 
borne, who will speak on, “Trust Advertising 
from the Standpoint of Context and Form, 
and What Particularly to Avoid and Em- 
phasize”’; J. E. Drew, vice-president Ameri- 


can Trust Company of San Francisco, on 


| 


Trust Department and 
Insurance Trust Service 


(TWO VOLUMES ) 

A practical guide for trustees 
and trust departments of fin- 
ancial institutions including 
the organization, management 
and development of such de- 
partments. Discussing all trust 
functions and trust relation- 
ships from a legal as well as 
practical point of view, such 
as Living Trusts, Insurance 
Trusts, Land Trusts, Custodi- 
anships, Escrows, etc. 
Supplemented by forms, deci- 
sions, rulings and practical sug- 
estions, kept up-to-date by 
requent reports of current de- 
velopments, new legislation and 
other new matters. 


CormeERrck Creare, HorsE, Ise, 


LOOSE LEAF oe DIVISION 
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THE, CORPORATION TRUST Gumesanr 
~~ 


“Trust Business That It Is Profitable to 
Avoid;” Gilbert Stephenson on “Value of 
Accepting Small Clean <Accounts;” and 
Franklin W. Ganse, C.L.U., of the John 
Hancock Mutual Life Insurance Company, 
on “What Should Not Be Expected from 
Trust Officers and Life Insurance Under- 
writers in This Cooperative Insurance Trust 
Movement.” 





BOARD OF DIRECTORS OF THE FINANCIAL ADVERTISERS ASSOCIATION OF AMERICA ATTENDING A JOINT 
BANQUET WITH THE NEW ENGLAND GROUP IN BOSTON 
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MINNESOTA BANKING DEPARTMENT IN- 
AUGURATES BOND RATING SERVICE 
Something new in state banking super- 

vision has been introduced by J. N. Peyton, 

commissioner of the state banking depart- 
ment of Minnesota. The purpose of the new 
service is to afford banks direct aid and ad- 
vice in the handling of the bank bond ac- 
counts. The first has been the promulgation 
of rules requiring charge-off of depreciation 
and a reserve sufficient to cover such de- 
preciation to be created within three years. 

A competent bond man is associated with 

the department to pass on quality of bonds 

for bank investment and to give intelligent 
criticism. 

The new rules require that bonds can be 
carried on the bank’s books only at the pur- 
chase price or less. All accrued interest on 
bonds at time of purchase shall be charged 
to interest paid account. All bond commis 
sions are to be charged to expense, where 
actual brokers’ commissions are involved. 
There is no objection to any bank charging 
off premium paid for bonds in excess of par, 
but suggestion is made that all premium 
bonds be amortized out of coupons collected. 
Other requirements are embraced in the 
rules. 


CENTRAL BANK TO DISCOUNT 
MORTGAGES 

A Central Mortgage Bank to permit the 
discount of real estate mortgages is projected 
by the National Association of Real Estate 
Boards which has its headquarters in Chi- 
cago. A resolution was adopted at the recent 
annual meeting of this association to bring 
the project to the attention of President 
Hoover. The plan was first approved by 
the board of directors of the organization 
and brought for the first time before the 
general convention as a recommendation 
from the executive committee. The resolu- 
tion adopted calls for further recommenda- 
tions from local real estate boards as to the 
machinery to be employed in order to make 
home ownership easier and to. stabilize 
realty values. 


L. B. Glidden, former cashier of the Dallas 
Bank & Trust Company, has been appointed 
to succeed Grover C. Wagner as cashier of 
the First National Bank of Brownsville, Tex. 


A recent analysis made by the Bank Man- 
agement Commission of the American Bank- 
ers Association shows that over $300,000,000 
is the sum represented by expense of banks 
in giving away free services and maintaining 
unprofitable accounts. 
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/ Carefully 


Trained 


Personnel 


Men who take the same interest in your 
Trust affairs as they do their own. Cor- 
respondence invited. 


BIRMINGHAM @ TRUST 


& SAVINGS COMPANY! | [Founded 


MEMBER FEDERAL RESERVE SYSTEM _ Wwey}* 1667 ] 


REVISED TRUST COMPANIES ACT FOR 
ALBERTA 


Several important changes in the laws gov- 
erning trust companies in the Province of 
Alberta, Canada, were made at the last ses- 
sion of the provincial legislature. The lines 
are drawn more strictly as to admission of 
trust companies to registry as such. One 
of the provisions of the revised Trust Com- 
panies Act reads: 

“Any trust company incorporated as afore- 
said which is not carrying on business as a 
trust company shall become registered pur- 
suant to this act as an inactive trust 
pany within three months of the coming into 
force of this act upon satisfying the minister 
that it is not carrying on business as a trust 
company, but shall not carry on business or 
exercise any of its powers as a trust com- 
pany save and except only for the purpose 
of conserving, managing and realizing its 
assets and discharging its liabilities unless 
and until it is registered under this act for 
the purpose of carrying on business, and 
upon being registered under this subsection, 
the other provisions of this Act as to regis- 
tration shall not apply to such company so 
long as it does not carry on business save 
and except as aforesaid.” 


col- 


H. M. Chamberlain, vice-president of the 
Walker Bank & Trust Company of Salt Lake 
City. has been elected president of the Utah 
Bankers Association. 

The Florida National Bank & Trust Com- 
pany of Miami, Fla., capital, $400,000, has 
made application for a charter. 

Lyman C. Reed, vice-president and asso- 
ciate trust officer of the Old National Bank 
& Union Trust Company of Spokane, was 
recently elected president of the Washing- 
ton Corporate Fiduciaries Association. 
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REPRESENTATION 
IN CHICAGO 


BANKER ON THE RADIO GRILL 


An effective way has been found to ac- 
quaint the public with the reasons and justi- 
fication for applying service charges on un- 
profitable bank balances. In Spokane, 
Wash., the banks recently agreed to apply 
a service charge. There was some trepida- 
tion and considerable discussion as to how 
best to advise the people of the community 
the “whyfor” of such charge. About the 
same time, William J. Kommers, president 
of the First National Trust and Savings 
Bank and also vice-president of the Old Na- 
tional Bank & Union Trust Company of Spo- 
kane received an invitation from radio sta- 
tion KHQ to participate in the Inland Em- 
pire Forum conducted by this station. 

Mr. Kommers gallantly accepted the invi- 
tation and embraced the favorable opportu- 
nity to tell his radio listeners just why the 
service charge was put in operation and gave 
the reasons so clearly that the plan was put 
over without difficulty and reflected also in 
the steady stream of depositors increasing 
their balances. 


EXTENDING CREDIT FOR MARGIN 
ACCOUNTS 


At the annual convention of the National 
Association of Credit Men held recently in 
Boston. Federal Judge William G. Clark of 
New Jersey sharply criticised the extension 
of credit by stock brokers to enable custo- 
mers to engage in marginal transactions. 
“My view is that members of the Stock Ex- 
change should voluntarily go on a cash ba- 
sis,” said Judge Clark. “The broker is asked 
to furnish credit for a transaction for which, 
in his capacity as a broker, he receives a 
commission. Unless the stock exchanges will 
take some such stand, it is my prediction 
that they will find themselves restricted by 
the elastic and sometimes unwise provisions 
of legislation.” 

A recent count shows that the number of 
shareholders in the “Big Five” stock banks 
of London, England, outnumber those of the 
five largest banks and trust companies of 
New York by two to one. 

Outstanding veterans’ loans on adjusted 
service certificates, under the old and new 
provisions of the law June 29 have reached 
a total of $1,145,432,700. 

A bill has been passed by the North Caro- 
lina legislature creating an Advisory Bank- 
ing Commission which will hear appeals 
from the rulings of the Commissioner of 
Banks. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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She 
WASHINGTON LOAN 
and TRUST COMPANY 


WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


F Street at 9th, N. W. 
17th St. at G, N. W. 


Resources over 
$21,000,000.00 


JOHN B. LARNER 
President 











THE HOLOGRAPHIC WILL 

A holographic will is one which is written 
entirely in the handwriting of the testator. 
The validity of such wills has often been 
presented to the courts for determination. 
While holographic wills are valid if properly 
executed, their invalidity is frequently es- 
tablished because of the fact that they have 
not been drawn strictly in accordance with 
legal requirements as to execution, signa- 
ture or witnessing. 

George Washington’s will was holographic. 
It took over 47 years to settle his estate 
largely because his will did not comply with 
the laws of some of the states where his 
property was located. 

These homemade wills should be a thing 
of the past. A will is one of the most im- 
portant documents that a man executes in 
his lifetime. Drawing it is a highly technical 
matter, and no layman can risk waiting to 
attend to it himself until some sudden illness 
has overtaken him.—From Estate and Taz 
News, issued by Fidelity Title and Trust 
Company of Pittsburgh. 


The First National Bank of Princeton, 
N. J., reports resources of $5,507,000 and 
deposits, $4,649,000. 

The Weehawken Trust & Title Company 
of Weehawken, N. J., reports resources of 
$10,620,000 and deposits $8,328,000. 

J. W. Bradley, vice-president of the Old 
National Bank & Union Trust Company of 
Spokane, has been elected president of the 
Washington Bankers Association. 

A. P. Ramstedt of Wallace, Idaho, has been 
appointed vice-president and manager of the 
Wallace Bank & Trust Company. 

Joseph H. Brewer, president of the Grand 
Rapids National Bank and the Grand Rapids 
Trust Company, both of Grand Rapids, Mich., 
has been elected a member of the Execu- 
tive Committee of the Detroit Union Group 
of Detroit. 


UZAL H. McCARTER 
(Continued from prge 218) 

and the Fidelity Union obtained control of 
banks in New Brunswick, Newton and East 
Orange. Most of these interests it later sold, 
and in 1926 it started on a plan of expan- 
sion within municipal limits. In rapid suc- 
cession the Fidelity Union bought control of 
the Ironbound Trust Company, the American 
National Bank, and the City Trust Company. 
The following year, under legislation enacted 
that year, these institutions, as well as the 
Citizens National Bank & Trust Company 
and the North End Trust Company, which 
the Fidelity Union then already controlled, 
were merged into the parent bank and be- 
came branches. Last year the North Ward 
National Bank and the Equitable Trust Com- 
pany were merged with the Fidelity Union 
through an exchange of stock. 

Mr. McCarter was one of the organizers 
of the New Jersey Bankers Association and 
was its second president. He was a direc- 
tor of the Public Service Corporation of New 
Jersey, of which, his brother Thomas N. Me- 
Carter is president; chairman of the board 
of the Fidelity Union Title & Mortgage Guar- 
anty Company: a director of the Fidelity 
Union Stock and Bond Company, and of the 
Western Electric Company. He served at 
one time as president of the Newark Cham- 
ber of Commerce and was at all times active 
in civic and philanthropic enterprises. 


Fred W. Ellsworth, vice-president of the 
Hibernia Bank and Trust Company of New 
Orleans, has been named assistant chairman 
of the special donors’ committee of the New 
Orleans community chest. 


Plans have been agreed upon for merg- 
ing the investment banking firm of Gillet 
& Company with the Baltimore Company, 
the investment subsidiary of the Baltimore 
Trust Company. 
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DESIRABLE CLAUSE IN TRUSTS UNDER 
WILLS 

Very frequently testators desire to set up 
trusts in wills to hold for and during the 
lives of sons and daughters or other rela- 
tives but wish otherwise to give them con- 
trol of disposition by will. In such cases the 
following clause is suggested with appropri- 
ate changes to meet the wishes of the indi- 
vidual testator: 

“In the event, however, that any son or 
daughter shall, by a last will either deposit- 
ed before death of the testator with the 
trustee or duly filed for probate at the place 
of the last legal domicile of such deceased 
son or daughter, appoint and provide for 
the disposition and distribution of the prop- 
erty, or that part of the property at the 
time of the death of such son or daughter 
held in trust by the trustee for the benefit 
of such son or daughter (such part unless 
theretofore segregated or set apart as to 
principal to be determined by the pro rata 
part of income payable to such son or daugh- 
ter at the time of such death), then said 
trustee shall hold, dispose of and distribute 
such property or such part of such property 
as provided in said last will so deposited 
or filed for probate, anything herein con- 
tained to the contrary notwithstanding.” 

The above clause is suggested by Albert 
lL. Grutze. vice-president of the Title and 
Trust Company of Portland, Oregon, and is 
in response to requests made by a member of 
the local bar association and as helpful to 
lawyers in advising with their clients in the 
drawing up of trust or testamentary docu- 
ments. 


ENCLOSURES WITH BANK AND STOCK 
DIVIDEND CHECKS 

Many banks and trust companies overlook 
the opportunity of distributing timely and 
instructive literature to clients and_ stock- 
holders in connection with bank and dividend 
checks. C. Delano Ames, advertising mana- 
ger of the Maryland Trust Company of Bal- 
timore, has devised some effective folders 
and enclosures of this type. One type of fold- 
er is of the seasonal variety which directs 
attention to facilities for travelers and the 
custody of valuables as well as the services 
provided by the trust department in taking 
care of securities. Custodian agency service 
is featured as well as safe deposit and stor- 
age accommodation. 


Kdward W. F. Neff has been appointed 
trust .officer of the Fulton Bank & Trust 
Company of Wheeling, W. Va. 





METROPOLITAN 
TRUST SERVICE 
throughout California 
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In 243 California cities in which 
there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service — complete, indi- 
vidual and interested — super- 
vised by the Bank of America 
Trust Departments in Los 
Angeles and San Francisco. 


For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 


Bank of America| 


National Trust & Savings Association 


CALIFORNIA 


Bank of America National Trust & Savings : 


Association... a National Bank and Bank of 
America...a California State Bank are identical 
in ownership and management...415 
offices in 243 California cities. 








TRUST COMPANIES 


For Your 
Toledo 


Business — 


The 
COMMERCE GUARDIAN 


Trust and Savings 


Bank 


CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Cable—“Trustco” 





Havana 


BANK CATERS TO YOUNG FOLKS 


Prompted by the conviction that habits 
of saving and thrift cannot be installed in 
young folks too early, the Boston Five Cents 
Savings Bank, of Boston, Mass., has estab- 
lished what is termed “The Bank for Little 
Folks.” The counters are low and fixtures 
in proportion with all needed accessories. 
Almost every day, since this feature was in: 
augurated there is a cue of young people 
making deposits at the Jamaica Plain Office. 
Accounts may be opened all the way from 
5 cents to $4,000. The president of the bank, 
Wilmot R. Evans conceived the idea and 
the department is under the direct charge 
of Thomas B. Jamison, assistant treasurer. 

This new department is in line with the 


modern theory of education for children, 
which seeks to have them ‘do it themselves” 
rather than rely on the efforts of their elders. 
Not only do the children learn for them- 
selves, but they develop a much higher de- 
gree of interest in their work. A child who 
learns to make his own deposits will not be 
daunted about carrying on his banking busi- 
ness when it becomes more complex. And 
it is a well known fact that children are 
happiest when using miniature copies of ob- 
jects used by adults. The fact that the 
equipment in “The Bank for Little Folks” 
is exactly in line with that used by older 
persons, makes it unusually attractive to the 
children. 
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New York 


ECONOMIC ROLE OF THE MIDDLE 
ATLANTIC REGION 

The New York Trust Company, in its pub- 
lication, “The Index” presents some inter- 
esting facts and figures as to the important 
place in the country’s economic position 
which is occupied by the Middle Atlantic 
region, comprising the States of New York, 
New Jersey, Pennsylvania and Delaware, 
and embracing approximately one-twenty- 
ninth of the total area of the country and 
one-fifth of the population. Other compari- 
sons show that the Middle Atlantic region 
accounts for more than one-fifteenth of the 
gross value of agricultural production, near- 
ly one-fifth of the value of mineral produc- 
tion, over three-tenths of all manufactured 
products and nearly a quarter of the total 
national wealth. 

The population of this region totals 26.- 
499,130, according to the 1930 census. Be- 
cause of the development of agriculture in 
other sections the number of farms decreased 
during the period 1900 and 1925 from 495,- 
305 to 429,125 and acreage from 45,926,000 
to 38,391,000. Pennsylvania has been by 
far the largest producer of mining and min- 
eral products including pig iron. In the 
period 1922-28 mineral products in the Mid- 
dle Atlantic region rose in value 10.5 per 
cent. Value of manufactured products in- 
creased from 1914 to 1927 from $8,109,679,- 
000 to $19,662,975,000. Total exports orig- 
inating in the district in 1929 represented 
30 per cent of total exports. The four states 
were credited in 1929 as having §$87,771,- 
000,000 of the estimated $355,000,000,000 
combined wealth of the nation. 


INCREASE OF BUSINESS POPULATION IN 
MID-TOWN NEW YORK AREA 


A notable increase in business population 
in the New York midtown area and Grand 
Central zone has taken place within the last 
five years, stimulated by the large increase 


in new skyscrapers ranging to a height of 
eighty-five stories. More than _ 2,000,000 
square feet of new office space has been add- 
ed in this area during each of the past five 
years. Notwithstanding the rapid increase 
in new building construction there has been 
a satisfactory absorption of new office space. 
Many of the important and strategic corners 
are occupied by branches of the leading 


downtown banks and trust companies. 


PARIS OFFICE OF CENTRAL HANOVER 
BANK AND TRUST COMPANY 


The Paris office of the Central Hanover 
Bank & Trust Company of New York is lo- 
eated in one of this historic buildings facing 
the famous Place Vendome, which was re- 
modeled to serve the convenience and re- 
quirements of the organization. Only one 
room was occupied by the Paris office in this 
building in 1927. The growth has been such 
that the office now has ten rooms. More 
than 450 clients of the Central Hanover have 
permanent residence in France. Each year 
between 2,000 and 3,000 of Central Hanover 
clients visit these offices and find every ac- 
commodation that is provided in the offices 
in New York, plus the facilities called for 
by European travel. 

All the more important French banks, in- 
cluding the Bank of France, maintain ac- 
counts with the Central Hanover in New 
York. Some of these, among them the larg: 
est bank in France, the Crédit Lyonnais, 
earry their principal New York accounts in 
the New York offices of the company, The 
Paris office is in close relationship with these 
French correspondents and acts in a liaison 
capacity in the maintenance and development 
of their accounts. 

Famous “movie stars’ show a wise pref- 
erence for trust company service. Among 
those who have availed themselves of trust 
service at the Bank of Manhattan Trust 
Company of New York is Claudette Colbert, 
one of the favorite film notables of the day. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
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Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
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GREATER UNIFORMITY IN TRUST 
ADMINISTRATION LAWS 

The trust officer of one of the senior trust 
companies in New York City communicates 
the following views to TRUST COMPANIES 
Magazine regarding the desirability of se- 
curing a greater degree of uniformity in the 
various laws of the states governing trust 
administration : 

“With a country having a population of 
over 120,000,000 people, all speaking the 
same language and with customs practically 
uniform throughout the entire country and 
possessing systems of communication and 
transportation which enable them to keep 
in close and intimate contact, it is difficult 
to understand why there is not a greater de- 
mand, if not, in fact, a clamor, for uniform 
laws controlling all branches of interstate 
business. 

“In certain branches a reasonable amount 

has been obtained, which war- 
attempt to formulate a uniform 
despite difficulties which at first 
might appear to make the effort 
futile. Viewing the matter broadly, it would 
seem that the more uniform our various 
state laws are the more economically and 
expeditiously business could be transacted, 
and trust business would be no exception to 
the rule. An individual possessing interests 
in several states would not be under the 
present necessity of consulting attorneys in 
the several states to ascertain what disposi- 
tion of his own possessions he is permitted 
to make. Nor would executors and trustees 
be compelled to burden their estates with 
the legal expenses incurred in ascertaining 
how they must act and perform their duties 
in the different jurisdictions. 

Looking at the matter from a self-inter- 
ested viewpoint, however, I doubt whether 
the adoption of a uniform trust act by any 
of the states would be much of an incentive 


of success 
rants the 
trust act 
thought 


for outside trust companies actively to seek 
trust business therein. There is much more 
involved in the administration of an estate 
than the compliance with the legal require- 
ments and statutes of a foreign state. The 
close and intimate contact with beneficiaries, 
so essential to a successful and satisfying 
administration, makes it advisable for trust 
companies to confine, geographically, their 
sphere of activity in order to retain and 
foster that contact. The chief advantage will 
lie with the estates of those local clients 
whose interests may be so diversified and 
extended as to come within the jurisdiction 
of other states. This advantage alone, nev- 
ertheless, I think justifies the effort to for- 
mulate and seek the adoption of a uniform 
trust act. 


MANAGEMENT OF ESTATE AND TRUST 
INVESTMENTS 


The care with which estate and trust in- 
vestments are selected by the trust invest- 


Guaranty Trust 
New York, is emphasized in 
some of the recent newspaper advertising 
conducted by the Guaranty. The following 
appears in the body of the advertising: 
“This department devotes its entire time 
to the continuous review of these invest- 
ments. In addition to its own constant re- 
search, it has the advantage of the best 
available statistical information and_ the 
counsel of a special committee of the com- 
pany’s board of directors. This committee 
also passes finally upon all investment rec- 
ommendations. 
“The trust 


ment department of the 


Company of 


investment department acts 
With absolute independence in making in- 
vestments and reinvestments. Under no cir- 
cumstances does it purchase securities from 
this company or any affiliated company, or 
from any source that would yield a_ profit 
directly or indirectly to this company.” 
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HOW THE BANK OF MANHATTAN TRUST 
COMPANY GUARDS ITS TREASURE 
A visit to the spacious safety vault de- 

partment of the Bank of Manhattan Trust 

Company of New York provides a liberal edu- 

cation in the advances made in protecting 

the valuables of the company and of its cus- 
tomers. Every contingency that is conceiv- 
able within human experience has been pro- 
vided against, including maximum security 
against burglarious attack, fire, flood, earth- 
quake and mob violence, There are four 
enormous vaults constructed by the York 

Safe & Lock Company of York, Pa. Heavy 

walls surround these yaults of the concrete 

reinforcement type known as “Rivet-Grip.” 

The walls are made further impregnable by 

steel linings and layers, one of which is the 

York “infusite’” which is especially designed 

to resist oxy-acetylene burning tourch. Also 

there is protection from chemical plates 
which release volumes of smoke and gas. 
The entrances to the vaults are guarded by 
two huge vault doors with thickness of 30 
inches of solid steel. In addition to the 
vaults to meet the needs of individuals and 
corporations, there is the security and trust 
vault which has all the latest protective de- 
vices known to the science of vault manufac- 
ture. The mammoth doors of the safe de- 
posit and security vaults have a weight of 

412,000 pounds, but are so delicately poised 

that a child them with 


ease. 


can open or close 


DEALING WITH REAL ESTATE LOANS 
“The real estate loan is perhaps the sorest 
banking world today,’ said 
George V. MeLaughlin, president of the 
Brooklyn Trust Company in the course of a 
recent address on “Distribution from the 
Standpoint of the Banker.’ “Some kind of 
financing,” he said further, “is necessary in 
order that shelter may be distributed, but 
how far the commercial banker should go 
is a question. Inflation is easy in real es- 
tate, but deflation is slow and painful be- 
cause it cannot be measured like that in se- 
curity and commodity markets. Without a 
known market value, one can never esti- 
uate, with any degree of accuracy, the 
equity behind a real estate loan. And, the 
collateral being ‘slow,’ the loan becomes 
slow in a crisis. Perhaps the solution lies 
in restriction of such loans to a small port- 
folio of marketable first mortgages and, pos- 
ibly, the making of short term loans to seec- 
nd mortgage companies, backed by ample 
upital funds—a method similar to that em- 


spot in the 


DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 
Residence and Restaurant 


John F. Sanderson 


Manager 


ployed at present in financing installment 
selling. This, of course, means a middle- 
man’s profits, but it must be written in the 
banker’s code of ethics that liquidity comes 
ahead of earnings.” 


NEW STOCK EXCHANGE RULE ON 
BORROWED STOCKS 


The Stock Exchange of New York has 
completed arrangements for the establish- 
ment of official lending rates on stocks bor- 
rowed in the so-called “loan crowd.” This 
step was approved at a recent meeting of 
the governing committee of the Exchange. 
The rule reads that ‘‘unless otherwise agreed, 
all loaned securities shall carry the renewal 
rate of interest or the renewal premium es- 
tablished on the floor of the Exchange for 
the securities.” 

During the last five years a total of 103 
banks and trust companies in New York City 
have lost their identity through merger with 
other institutions and representing combined 
capital of $236,000,000. 

The Investment Bankers Association of 
Canada is advocating reciprocity in succes- 
sion duties between the provinces. 
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CLEARING HOUSE FOR WESTCHESTER 
COUNTY 

Organization of a clearing house associa- 
tion has been completed for the banks and 
trust companies of Westchester County, New 
York. The county is subdivided into three 
sections. One comprises banks in towns and 
cities along the Hudson which have com- 
bined deposits of $77,000,000; second section, 
communities along the Harlem division of 
the New York Central which have deposits 
of $96,000,000 and third section taking in the 
locations along Long Island Sound which 
have combined deposits of $78,000,000. 


PULITZER TRUSTEES UPHELD 

Surrogate James A. Foley of New York 
has denied an appeal from the decision which 
permitted trustees of the Joseph Pulitzer 
estate to dispose of stock and control of 
The World newspaper properties. The pe- 
tition was filed by former members of the 
staff of The World, who claimed that under 
the terms of the will, the responsible editors 
of the newspapers had to be consulted be- 
fore power of sale was granted. The Sur- 
rogate, in dismissing the petition, stated that 
the questions involved were purely matters 
of law and that the petitioners had no legal 
or equitable interest or right to intervene. 
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“OLD GUARD OF WALL STREET” 

Time is fleeting in Wall street and its vet- 
erans may become advanced in years, but 
rarely in appearance or youthfulness of 
spirits. This was disclosed by a recent roll 
call of those who have served longest in the 
“Street” and as a preliminary to enlisting 
membership in the newly organized club 
styled “The Old Guard of Wall Street.” The 
recent initial dinner brought out represen- 
tatives of the Stock Exchange, the “Curb” 
and of investment, bank and trust company 
houses who have witnessed and survived the 
strenuous periods since the beginning of this 
century. The club is purely for social pur- 
poses. Frederic E. Rapp of Chisholm & 
Chapman is president, and J. Francis Atter- 
bury of J. P. Morgan & Co. first vice-presi- 
dent. 


Title insurance to the New York and New 
Jersey approaches of the George Washington 
Memorial Bridge over the Hudson, which is 
nearing completion, was negotiated through 
the National Title Insurance Department of 
the New York Title & Mortgage Company. 

Swayne P. Goodenough, for ten years sales 
manager of the Morgan Machine Company. 
has been elected vice-president of the Lin- 
eoln-Alliance Bank & Trust Company, of 
Rochester, N. Y. 








CONDITION OF GREATER NEW YORK TRUST COMPANIES 


American Express Bank & Trust Co...... 
Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Europe & Trust Co 

Bank of Sicily Trust Co 

Bank of Manhattan Trust Co............. 
OT ee A ey Yo 
8 Sere 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co... 
Chemical Bank & Trust Co.. et: 
City Bank Farmers Trust Co.. 

Corn Exchange Bank & Trust Co.. ae 
Corporation Trust Co.. a cigehintines 
County Trust Co 

Empire Trust Co 

Fulton Trust Co 

Guaranty Trust Co 

Hibernia Trust Co 

International Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers T 

Manufacturers Trust Co.................. 
Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

Underwriters Trust Co 

United States“Trust Co................... 


Capital 


. $10,000,000 


1,000,000 
2,000,000 
1,000,000 
1,500,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 


. 21,000,000 


10,000,000 
15,000,000 
500,000 
4,000,000 
6,000,000 
2,000,000 
90,000,000 
3,000,000 
:200,000 
50,000,000 
500,000 
3,000,000 
27,500,000 
10,000,000 
12,500,000 
10,000,000 


2,000,000 


Surplus and 
Undivided 


Profits, 


June 30, 1931 


$5,502,300 
757,300 
2,078,100 
585,700 
1,000,000 
50,760,200 
14,254,900 
7,792,400 
504,900 
18,112,200 
83,630,600 
44,260,900 
13,078,700 
32,629,000 
129,900 
4,627,900 
6,561,700 
3,450,800 


208,427,000 


2,061,000 
2,071,300 
75,429,400 
6,530,200 
4,256,700 
24,380,500 
9,632,800 
35,644,000 
24,860,800 
1,446,700 
27,805,300 


Deposits, 


June 30, 1931 


$22,312,500 
6,805,300 
15,152,600 
12,708,200 
13,413,500 
454,273,000 
108,071,200 
639,266,700 
20,690,200 
136,862,700 
647,205,900 
368,134,900 
44,102,300 
237,629,200 
67,500 
23,304,700 
84,700,600 
18,113,700 


1,343,932,900 


22,101,800 
7,992,800 
543,960,200 
30,599,600 
20,561,800 
237,858,600 
74,530,600 
342,202,000 
45,398,900 
9,354,900 
58,711,800 


Par 


100 


Bid 


190 


207 


140 
12714 


1714 


2750 


1321 
21 


3950 
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Dhiladelphia 


Special Correspondence 


HOW TRUST FUNDS ARE DISTRIBUTED 
IN PENNSYLVANIA 

A tabulation of the distribution of trust 
funds reported by trust companies and banks 
in Pennsylvania as of March 25, 1931 and 
classified according to the larger cities and 
counties of the commonwealth, affords evi- 
dence of the extent to which the people of 
Pennsylvania have become “trust-minded.” 
Quite naturally the volume of trust funds 
follows closely the size of populations of the 
cities and communities. Thus, it is found 
that of the aggregate of $5,014,925,000 trust 
funds reported by all trust companies and 
banks in Pennsylvania, the trust companies 
of Philadelphia report $3,224,843,194 and the 
trust departments of national banks $89,852.- 
000, making total of $3,314,695,SSS. The trust 
companies of Pittsburgh report total trust 
funds of $888,512,736 and national banks 
$71,092,245 and state banks $2,058,000, mak- 
ing total of $911,463,902. The trust funds 
held in Philadelphia and Pittsburgh there- 
fore account for nearly 85 per cent of the 
aggregate for the state. Corporate trusts are 
likewise largely confined to these two cen- 
ters, with Philadelphia reporting $4,706,169,- 
000 and Pittsburgh $1,194,370,000. 

Among the various counties of Pennsyl- 
vania, outside of Philadelphia and Allegheny 
Counties, which report the largest amounts 
of personal trusts may be mentioned. 
County, $55,595,177; Dauphin County, 
651,825; Delaware County, $45,259,747: Erie, 
$28,262,892; Lackawanna, $58,412,986; Lan- 
caster, $23,393,212; Lehigh, $19,871,954; Lu- 
zerne, $10,496,171; Lycoming, $16,334,142; 
Montgomery, $52,332,061; Northampton, $23,- 
207,706; Schuylkill, $6,401,068; Venango, 
$19,496,000; Washington, $12,612,751: York 
County, $16,141,407. The counties which re- 
port no trust funds are: Forest, Fulton, 
Juniate, Perry, Pike, Sullivan and Wyoming 
Counties. 


Berks 
$64,- 


STUDY OF TRUST INVESTMENT 

REQUIREMENTS IN PENNSYLVANIA 

Trust officers in Pennsylvania are direct- 
ing earnest study to the subject of approved 
trust investment policies in anticipation of 
favorable action on a constitutional amend- 
ment to come before the people for vote in 
November, 1933. A special committee of the 
Trust Company Section of the Pennsylvania 
Bankers Association is charged with the duty 
of summarizing decisions of the courts as re- 


PITTSBURGH 
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CTS in all trust capac- 

ities. Trust accounts 

managed agéregate more 
than $220,000,000. 


APITAL, Surplus and 

undivided profits 
more than $10,000,000. 
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gards liabilities of fiduciaries for loss 
through investments as a guide to recom- 
mending changes in the laws governing trust 
investments in Pennsylvania. Consideration 
is also to be given to provision that fiduci- 
aries specifically authorized to retain, with- 
out liability, the original investments of the 
trust. Another proposed provision is the law 
should fix the limit as to the percentage of 
the corpus of the trust which may be in- 
vested in any one class of eligible invest- 
ments. As to types of investments to be in- 
cluded, further consideration is to be given 
to the inclusion of seasoned preferred stocks ; 
sound common stocks of highest rating, up 
to 25 per cent of a trust which is to continue 
for a period of years and that mortgage loans 
be limited to 50 per cent of the appraised 
value of the real estate. 


David S. Mathers has been advanced from 
assistant vice-president to a vice-president 
of the Fidelity-Philadelphia Trust Company. 
Kenneth G. LeFevre has been an assistant 
treasurer. 

The First National Bank of Sunbury, Pa.. 
is celebrating the one-hundredth anniversary 
since organization. 
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SCRIPTURAL INJUNCTIONS TO SAVE 

Some scriptural allusions to the wisdom of 
saving and which have a timely application, 
are quoted in a revised edition of an inter- 
esting brochure on “The Art of Savings,” of 
which Chairman William P. Gest of the Fi- 
delity-Philadelphia Trust Company is the au- 
thor. The following is quoted therefrom: 

“There have been some who, interpreting 
with an overscrupulous literalness the words, 
“Lay up not for yourselves treasures upon 
earth,” have refused to save anything. Such 
were the Euchites, the All-Pray-ers, or the 
No-Workers, the ancient sect which has had 
its imitators in different and under 
many names. But such is not the faith ac- 
cording to St. Paul, who says: “But if any 
provide not for his own, and especially those 
of his own household, he hath denied the 
faith, and is worse than an infidel.” And 
in another place St. Paul assumes the duty 
of saving as a basis for his argument where 
he says: “For the children ought not to 
lay up for the parents, but the parents for 
the children.” 


ages 


former trust officer of 
the Haddonfield Safe Deposit & Trust Com- 
pany of New Jersey, has been appointed 
trust officer of the Miners National Bank of 
Pottsville, Pa. 

Miss Myrtle M. Detwiler of the 
Trust Company of Philadelphia, has 
elected chairman of the women’s committee 
of the American Institute of Banking. 

The Stamford Trust Company ot Stamford. 
Conn., organized in 1891, recently celebrated 
its fortieth anniversary. Walter D. Daskam 
is president. 


M. Monroe Myers, 


Girard 
been 


TRUST COMPANIES 


SOUND BANKING POLICY IN A NUTSHELL 

As chairman of the committee on bank 
management of the Pennsylvania Bankers 
Association, O. Howard Wolfe, cashier of the 
Philadelphia National Bank, propounded the 
following formula for sound banking policy: 

“A sound bank is one whose policy is con- 
trolled by its own officers and directors, and 
not by its competitors, its depositors or bor- 
rowers. Herein lies the beginning of wis- 
dom: Cheerful cooperation with competitors 
in all sound practices, offset by a firm re- 
fusal to meet their terms if such terms are 
destructive in their tendencies; granting to 
depositors the best of service and fair rates 
of interest, but only to the extent that their 
balances and general conditions warrant; 
exacting from borrowers the same sense of 
obligation to meet their loans when due as 
the bank feels toward depositors who expect 
the bank to pay back their deposits on de- 
mand.” 


In the past ten years the volume of per 
sonal trusts administered by trust companies 
and banks in the State of Pennsylvania has 
increased from $1,508,000,000 to over $5,- 
000,000,000. 


The Trust Company Section of the Penn- 
sylvania Bankers Association favors legis- 
lation to establish a uniform method for the 
determination of items of principal and in- 
come in trust estates and along lines advo- 
cated in the proposed Uniform Principal and 
Income Act drafted by the National Confer- 
ence of Commissioners on Uniform State 
Laws. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
June 30, 1931 June 31, 


Capital 
$1,000,000 
1,000,000 
6,700,000 
500,000 
3,000,000 
1,400,000 
4,000,000 
882,251 
2,987,920 
1,300,000 
1,000,000 
1,375,000 
500,000 
500,000 
8,400,000 
3,200,000 
. 7,500,000 
3,131,200 
750.000 


Central Trust & Savings 

Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 

Franklin Trust Co 

Germantown Trust 

Girard Trust Co 

Industria] Trust Co 

Integrity Trust. . 

Kensington- Security Bank & Trust ... 
Liberty Title & Trust.. 

Ninth Bank and Trust. . 

North Philadelphia Trust 
Northern Trust 

Penna. Co. for Insurances 
Provident Trust 

Real Estate Land Title and Trust.. 
Real Estate Trust 

United Security Trust 


Deposits, Par Last 
1931 Value _ Sale 
$5,321,987 10 10 
15,401,936 5 193 

116,897,270 100 511 
9,*85,649 10 100 
26,324,823 10 25 
21,758,775 10 451% 
83,226,578 10 13014 
16,497,251 10 60 
61,965,245 10 85 
16,608,531 50 350 
7,065,155 50 200 
22,386,159 10 3414 
7,983,312 50 200 
13,348,675 100 850 
250,592,328 10 6714 
31,127,933 100 525 
42 "250.721 10 26 
6,287 ,887 100 155 
8,112,769 100 


$1,979,633 
2.756, 849 
26,420,628 
2'200,074 
8,231,894 
4,314,097 
18,043,717 
4,556,859 
16,050,521 
4,181,896 
1,810,969 
2,977,758 
1,546,631 
4,056,992 
39,325,621 
17,133,932 
13,776,629 
2 '414.270 
789.056 
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Boston 


Special Correspondence 


OPERATION OF MASSACHUSETTS SAV- 
INGS SEGREGATION LAW 


Segregation of savings deposits and invest- 
ment of such funds in legal securities simi- 
lar to the restrictions imposed upon mutual 
savings banks, is a subject of current dis- 
cussion in banking circles throughout the 
country. In Boston and Massachusetts this 
is a closed issue so far as trust companies 
and state charter institutions are concerned. 
Trust companies in Massachusetts have been 
governed since 1908S by statute requiring seg- 
regation and investment of savings in legal 
securities. National banks, however, are not 
required under federal law to segregate sav- 
ings. 

The results from segregation and “legal” 
investment of savings in Massachusetts trust 
companies, were the subject of an interest- 
ing paper recently presented at the East- 
ern Savings Conference in New York, by 
Matthew Cushing, executive secretary of the 
Massachusetts Trust Company Association. 
He showed that institutions other than sav- 
ings banks in Massachusetts, under the segre- 
gation law, are able to make satisfactory 
profit, but endorsed the movement for a 
broadening of the field of legal investments. 
He stated that Massachusetts, at the close 
of last year, had savings deposits amounting 
to $222,000,000. They showed a net profit in 
their savings department for the year of 
$2,541,873, better than 1 per cent. The aver- 
age rate of return from all investments in 
the Massachusetts Savings Banks last year 
was 5.358 per cent and in the savings de- 
partments of trust companies it was 5.60 
per cent. The average rate paid on deposits 
in Massachusetts Savings Bank was 4.93 per 
cent, and in the savings departments of trust 
companies 4.49 per cent. 

The Old Colony Trust Company of Boston 
shows an increase of over $75,000,000 in trust 
department assets as compared with the total 
at the close of the year 1929. 

The State Street Trust Company of Bos- 
ton has shown rapid increase in its trust 
department activities. The last March re- 
turn gives trust assets of $53,716,000 as com- 
pared with $44,543,000 at the close of year 
1929. 

W. R. 8S. Eaton, assistant vice-president of 
the National Shawmut Bank of Boston has 
resigned to become vice-president and trust 
officer of the B. M. C. Durfee Trust Com- 
pany of Fall River, Mass. 


Capital 
$3,000,000 


Surplus 
$3,500,000 





Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 








NEW ENGLAND’S ECONOMIC STATUS 

In estimating the economic position of the 
New England states the following factors are 
worthy of consideration: With 7 per cent of 
the country’s population, New England has 
12 per cent of the individual bank deposits of 
the nation, 14 per cent of the savings deposi- 
tors and 16 per cent of the savings deposits, 
10 per cent of the nation’s manufacturing es- 
tablishments and 13 per cent of the manufac- 
turing wage-earners. Comprising 2 per cent 
of the land area of continental United States, 
New England includes 3 per cent of the miles 
of steam railway operated, 4 per cent of sur- 
faced roads, 11% per cent of the miles of 
electric railways operated and 12 per cent of 
the developed water power. 


William M. Grieves, formerly treasurer of 
the Weymouth Trust Company of Weymouth, 
Mass., has been elected assistant treasurer 
of the Granite Trust Company of Quincy. 

Douglas W. Orr, prominent New Haven, 
Conn., architect, has been elected a member 
of the board of directors of the First Na- 
tional Bank & Trust Co. of New Haven. 

The Augusta Trust Company of Augusta, 
Me., has purchased the assets and assumed 
the liabilities of the Skowhegan Trust Co. 
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KIDDER, PEABODY TRUST COMPANY IN 
NEW QUARTERS 

The banking quarters occupied for many 
years by the Second National Bank of Bos- 
ton at 115 Devonshire street, have put on 
a new and spacious appearance with occu- 
panecy by the Kidder, Peabody Trust Com- 
pany. When the Second National Bank de- 
cided to locate in a new building, the move 
solved a problem for the trust company 
caused by cramped quarters and rapid in- 
erease in trust business. The bank quarters 
immediately adjoin the offices of Kidder, Pea- 
body & Company, the old New England in- 
vestment house, which was the first to or- 
ganize a trust company as a subsidiary. This 
happened three years ago and since then 
other leading investment houses in Boston 
have followed suit and have established trust 


companies which are in a prosperous way. 


The Kidder, Peabody Trust 


Company, in 


its latest report shows a total of $14.254,0090 
assers in its trust department and commer- 


NEW QUARTERS OF THE KIDDER PEABODY TRUST COMPANY 


IN BOSTON 


cial department assets of $3,451,000; capital, 
$500,000; surplus and undivided profits, 
$306,000. Considering that the company has 
been in operation only three years, these 
totals are significant of the growing demand 
for trust service in Boston. 

Howard N. Flanders, one of the partners 
of Kidder, Peabody & Company, has been 
president of the trust company since its for- 
mation. Vincent Farnsworth is senior trust 
officer. In addition to the foregoing, the 
board of directors includes Charles 8S. Sar- 
gent, William Holway Hill, Alexander Win- 
sor, William B. Snow, Jr., and E. Morrill 
Darling, all of Kidder, Peabody & Company; 
William Endicott, retired partner of MWid- 
der, Peabody & Company; John C. Rice of 
Gaston, Snow, Saltonstall & Hunt, and Ros- 
coe R. Storer, trustees. 


BANK STOCKS AS LEGAL INVESTMENTS 
IN NEW ENGLAND 
Bank and trust company 
are legal investment for savings 
banks in six states of the Union, 
while in two others the investment 
of savings bank funds is left to the 
discretion of and trustees. 
The six states in which bank and 
trust company shares have legal 
status for investment are: Connecti- 
cut, Massachusetts, New Hampshire, 
New Jersey, Rhode Island and Ver- 
mont. The two states in which in- 
vestment of savings bank funds is 
Jeft to officers and trustees are Dela- 
ware and Maryland. 


shares 


officers 


Willard D. Rand, member of the 
firm of Foster, Willis & Company, 
Boston accountants, has been named 
hank commissioner of the State of 
New Hampshire. 


CONDITION OF BOSTON TRUST COMPANIES 


Banca Commerciale Italiana. . . 


Boston Safe Deposit and Trust Co... 


Charleston Trust Co. . 
Columbia Trust Co. . Sods 
Commerce ani Trust Co.. 
Day Trust Co.. 

Exchange Trust Co. 
Fiduciary Trust Co 
Harris Forbes Trust Co 
Jamaica Plain Trust Co 
Kidder Peabody Trust Co 
Lee Higginson Trust Co 
New England Trust Co 
Old Colony Trust Co... 
State Street Trust Co 
United States Trust Co 


Capital 


$750,000 
2,000,000 
200,000 
100,000 
,000,000 
2,500,000 
500,000 
500,000 
500,000 
200,000 
500,000 
500,000 
1,000,000 
5,000,000 
3,000,000 
2,500,000 


Undivided Profits, 


Assets, 
Trust Dept. 
June 30, 1931 


Surplus and 

Deposits, 
June 30, 1931 
$1,046,437.18 
18,097 ,607.53 
973,254.17 
813,627.86 
4,574,570.36 
8,021,031.35 
5,344,511.28 
280,000.00 
3,736,642.30 
1,726,479.38 
2,924,525.03 
11,360,077.63 
30,282,710.26 
4,017,621.16 
57,854,953.89 
8,500,853.42 


June 30, 1931 
$406,916.12 
3,783,461.07 

44,455.89 
259,597.69 
392,919.74 
335,992.61 

1,533,742.10 
599,377.29 
177,469.91 
96,867.37 
SiS. 7ei.72 
767,932.13 
3,136,275.52 
5,436,870.54 
4,110,089.76 
3,495,447.41 


1,182,541.00 
4,822,589.07 
1,502,300.61 
2,338,584.67 
8,206,742.34 
107,435.88 
13,849,585.96 
25,290,314.08 
124,043,659.88 
292,481,111.87 
54,044,737.55 
11,099,751.30 





TRUST 


+ <mes 
' fs ty A 


Chicago 


Special Correspondence 
PURCHASING TRUST INVESTMENTS 
FROM THE BOND DEPARTMENT 
While legal and ethical reasons are op- 
posed to the purchase of investments for 
trust accounts by a bank or trust company 
from its own bond department or securities 
division, it is a frequent experience that 
bank customers, in making their wills, prefer 
to insert a clause allowing the bank or trust 
company as executor or trustee to purchase 
securities from their own securities or bond 
organization. The trust officer of one of the 
larger trust companies in Chicago, gives 
reasons why such clauses are inserted. He 

says: 

“There are many reasons why trust cus- 
tomers do this. 

First, frequently those people have been 
customers of the bond department for years. 
They know the type of bonds sold, the service 
rendered and want their estates to have the 
benefit of it. 

Secondly, they know 
partment can obtain 
detailed information regarding the invest- 
ments in their trust estate if those invest- 
ments have been purchased from the bond 
department of its bank. 

Thirdly, and most important, they have 
sufficient confidence in the ability and integ- 
rity of the trust company to grant them 
that latitude. They evidently feel that if 
an organization can be trusted with their 
estates that it can also be trusted to exercise 
good judgment in purchasing bonds from 
its own bond department. They must know 
that it would be just as impossible to make 
a bad trustee good by eliminating certain 
privileges, as it would be impossible to make 
a bad citizen good by legislation. And, fur- 
ther, they know that a good trustee won’t 
be made bad by the granting of that privilege. 


the trust de- 
more authentic and 


that 
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I wish to emphasize this, for, if they find 
a certain bond can be bought elsewhere at 
a more favorable price than that quoted by 
our bond department, then it is bought else- 
where. We know this is the practice with 


all reputable trust departments.” 


RESPONSIBILITY FOR SAFEKEEPING OF 
CUSTOMERS SECURITIES 

The Auditor of Public Accounts of Illinois 
directs attention to the necessity of banks 
and trust companies installing and maintain- 
ing proper record of all securities and valu- 
able papers left by customers in the custody 
of the bank. Says Auditor Nelson: 

“There is a responsibility imposed upon 
the custodian of the securities as a bailee 
either for hire or without hire as the case 
may be. In order that no undue liability 
may be incurred, the banker should list the 
security by name, denomination. due date, 
and such other description as is necessary 
and keep a total of the amount of securities 
on hand so that this may be reported to the 
examiner and they may then be thoroughly 
checked and balanced. When the securities 
are returned to the individual owners a re- 
ceipt should be taken therefor. 

“We also find in examinations that the 
bank has taken customers’ securities and 
forwarded them to their correspondent in the 
name of the owner. The correspondent bank, 
of course, carries the securities in the name 
of the bank; therefore, when the examiner 
inquires regarding securities, if this happens 
to be the case give this information to him 
also so that it may be checked on the verifi- 
cation records in connection with examina- 
tion work.” 


Edward J. Stevens has been elected by the 
directors of the Woodlawn Trust & Savings 
sank, Chicago, Ill., as vice-president. 

The Grundy County National Bank of 
Morris, Ill., has received authority to exer- 
cise trust powers. 
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MESSAGE FROM NEW PRESIDENT OF THE 
ILLINOIS BANKERS ASSOCIATION 

In assuming his duties as the new presi- 
dent of the Illinois Bankers Association, Paul 
S. Abt, vice-president of the Southern Illin- 
ois Trust Company of East St. Louis, IIL, 
dwells upon adjustment of interest paid 
on deposits as a foremost factor in re- 
storing sound banking conditions. He says: 

“The question of interest rates on deposits 
is one of the problems that directly con- 
cerns almost all of the bankers of our state. 
In the past we have been entirely too liberal 
in the payment of interest on accounts. 
These excessive rates have encroached upon 
the profits of many banking institutions with 
telling effect. No individual banker can be 
blamed as we are all equally guilty and have 
used it as bait in getting new business. It 
is imperative that we get back to a reason- 
able rate owing to the shrinkage of bank 
profits. Quite recently there has been a 
decided reaction in the case of interest rates, 
and in the past few weeks some of the most 
outstanding and representative banking in- 
stitutions of our country have announced a 
reduction. This should encourage us to a like 
determination to face this dangerous ques- 
tion with more courage.” 


NEW DIRECTORS FOR FIRST NATIONAL 
OF CHICAGO 


Frederick H. Rawson, chairman of the 
board of the First National Bank of Chi- 
cago, has announced the election of four 
new members to the board of directors of 
the bank. They are: Albert D. Lasker, chair- 
man of the board of Lord & Thomas and 
Logan; John N. Dole, chairman of the board 
of H. M. Hooker Glass and Paint Manufac- 
turing Company; John D. Hertz, chairman 
of the board of the Omnibus Corporation, 
and Charles A. McCulloch, chairman of the 
board of John R. Thompson Company. All 


were formerly directors of the Foreman- 
State National sank and Foreman-State 
Trust & Savings Bank, the deposit liabili- 


ties of which were assumed by the First Na- 
tional and its affiliate, the First Union Trust 
& Savings Bank in June of this year. 


ADDITION TO CARROLL DEAN MURPHY 
FIRM 

W. Frank McClure, for nine years head 

of the Chicago office of Albert Frank & 

Company, has resigned to become a_vice- 

president and a principal of Carroll Dean 


Murphy, Ine., general advertising agency, 
Chicago and New York. 
Mr. McClure was for five years head of 
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the Advertising Council of the Chicago <As- 
sociation of Commerce and for nine years 
chairman of the National Advertising Com- 
mission. He is a member of the Committee 
on Public Information of the World’s Fair. 


TRUST WORK AS LIFE CAREER 

Some excellent advice was volunteered to 
those engaged or disposed to take up trust 
work as a life career, by Wm. H. A. John- 
son of the Continental Illinois Bank & Trust 
Company of Chicago, in the course of an 
address on this subject at the recent annual 
convention of the American Institute of 
Banking. He said in part: 

“The responsibility of a fiduciary is as great 
or greater than that of the commercial or 
investment banker. The caused by 
false trust department judgment are infini- 
tesimal as compared with the average of 
arising in other major departments 
of a bank. An appreciation of the responsi- 
bilities involved in trust work is permeating 
result 


losses 


losses 


© 


the executive department, and as a 
salaries are being adjusted to those paid in 
other banking activities. If one has a capa- 
bility for working out situations of others. 
guiding the weak and inexperienced, and a 
willingness on many occasions to work long 
hours (including Sundays and_ holidays). 
coupled with a sympathy for the unfortunate 
and an ability to curb the headstrong, there 
is a great opportunity in taking up trust 
work as a life career.” 


More than two-thirds of all the banks in 
the State of Wisconsin are correspondents of 
the First Wisconsin National Bank of Mil- 
waukee which has resources of approximate- 
iv $200,000,000. 

George E. Ehrhardt, formerly assistant au- 
ditor of the Central Hanover Bank & Trust 
Company of New York has been appointed 
assistant treasurer. 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, John Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 


KETAIL SALES POINTS WAY TO 
IMPENDING CHANGE 
The Central Republic Bank & Trust Com- 
pany of Illinois, in its current digest of trade 
conditions, emphasizes the value of retail 
trade sales as a reliable barometer of chang- 
ing tides of business. The reviews says: 
“As the first evidence of a general business 
decline is found in the attitude of the retail 
buyer, so the first evidence of business im- 
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provement may be looked for in the turnover 
of merchandise at retail. Any gains in retail 
sales must shortly reflect themselves in 
wholesale transactions, and it will presently 
be necessary for factories to increase output 
in order to replenish stocks. The increase 
in retail sales which started some months 
ago has been almost obscured by the con- 
tinuing decline of retail prices. Analyses of 
sales all prove conclusively that the increase 
in turnover has been confined to those ar- 
ticles of merchandise on which price read- 
justment has been completed, meaning that 
the present retail price of the article either 
bears a proper relation to the present cost 
of production of that article, or has even 
fallen below that level.” 


BANK WINDOW DISPLAY 

Chicago banks and trust companies, no- 
tably those located in the “Loop” district, 
are firm believers in the value of bank win- 
dow displays. Most of the larger banks and 
trust companies have constant window dis- 
plays which are changed from time to time 
and usually have a seasonable and timely 
appeal. In attractiveness of design and 
treatment these displays reveal originality 
which not only arrest attention but also 
bring out in a striking manner the varieties 
and merits of banking and trust service. 

A notable recent display is that used by 
the First National Bank of Chicago which 
ties up the growth of that bank and its 
affiliate the First Union Trust & Savings 
Bank with the Chicago Jubilee Celebration. 
This portrays the successive buildings occu- 
pied by the First National since its organi- 
zation and including the extensive new build- 
ing operations completed three years ago. 





CONDITION OF CHICAGO TRUST COMPANIES 


Capital 
$500,000 
. 14,000,000 
.75,000,000 
350,000 


Boule -vard Bridge Bank 

*Central Republic Co.. ia 
Continental Illinois Bank & Trust Co 
Drovers Trust 


Surplus and 
Undivided 
Profits Deposits Book 

June 30, 1931 June 30,1931 Value Bid Asked 
$544,200 $11,221,293 209 240 250 
14,000,000 Lcaasatt «now aa sae 
72,529,183 870,940,064 236 276 279 
929,146 6,573,834 365 540 560 


*First Union Trust & First National. .25,000,000 50,034,840 767,729,449 321 400 405 
os ee, ee ee 6,000,000 8,139,661 98,417,344 228 423 428 
Mercantile Trust......... ; 600,000 560,791 9,546,773 193 240 260 
Northern Trust........... 3,000,000 9,445,451 72,769,274 412 458 461 
I eoples Trust & Savings i 2,500,000 1,535,376 26,461,920 161 285 295 
Union Bank of Chicago....... Pe CALs 1,300,000 1,308,205 7,447,693 200 100 105 
ge ee 1,000,000 498,875 10,410,649 150 200 225 


Woodlawn Trust. 


600,000 


400,000 5,066,602 170 200 225 


*Central Beenie Bz valk Vv shes rm *s not include Securities Company. 


**Stock owned by First National Bank. 


+Not available because of merger with Central Trust and National Bank of Republic. 
Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 































































Dittsburgh 


Special Correspondence 


BENEFITS DERIVED FROM BANKERS’ 
CREDIT BUREAUS 


The practical advantages which have re- 
sulted from the organization of local or 
county credit bureaus to enabling bankers to 
check up on hazardous or duplicate borrow- 
ing and exchange credit information wher- 
ever desirable, is arousing more general in- 
terest in Pennsylvania banking circles. Sev- 
eral of these bureaus are now in operation 
in various cities and counties in this State, 
the most successful of which is probably the 
Reading and Berks County Credit Bureau 
which has a membership of twenty-six banks 
and trust companies. 

It is interesting to recall that the first at- 
tempt in the United States to establish a 
bankers’ credit bureau was made in Scranton 
twenty-two years ago. The project failed be- 
cause of the cumbersome methods employed 
and because the idea of cooperation had not 
taken hold as it has since. The machinery 
of credit bureau operation has become much 
more simple, efficient and inexpensive, and as 
bankers become more familiar with the sub- 
ject the matter of organizing such bureaus 
is bound to become more general. 


A. H. Smith of the National Bank of Top- 
ton, Pa., in describing the benefits of the 
bankers’ credit bureau, maintained at Read- 
ing, states: “The fear entertained by many 
bankers that membership in a credit bureau 
entails an obligation to reveal important 
secrets of the note case, and which may thus 
come into possession of a competitor bank, 
is unfounded. The only information that a 
member bank should be called upon to sup- 
ply to the bureau, is such information as 
every other bank in the organization is sup- 
plying to the bureau, and that should not 
include anything beyond the mere name and 
address of the person, firm or corporation 


that is not borrowing at more than one 
bank.” 
Avery J. Bradford, vice-president and 


trust officer of the Pennsylvania Trust Com- 
pany of Pittsburgh, has been advanced to 
president of the Company, succeeding Ben- 
jamin Page, who becomes chairman of the 
board. 

Joseph H. Young, auditor of the Union 
National Bank of Pittsburgh, has been elec- 
ted president of the Pittsburgh chapter of 
the Bank Auditors and Controllers Associa- 
tion. 
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$100,000,000 
* 


PEOPLES-PITTSBURGH 
TRUST COMPANY 
PITTSBURGH, PA. 








The modern trust department must be pre 
pared to continue or liquidate a going busi- 
ness. A trust company in Pittsburgh pub- 
lished a newspaper, operated a hotel, a gen- 
eral insurance agency, an undertaking estab- 
lishment, a coal mine and several small 
manufacturing concerns. 

A trust company once came into possession 
of a racing stable with twenty-seven horses. 
The testator died in December and the ques 
tion presented to the trust company was 
whether the horses should be sold at once 
or a trainer engaged to sell them in the 
spring at the race track. With the approval 
of the family the latter course was adopted 
and the trust company not only made money 
by racing the horses, but obtained a much 
better price than would have been obtained 
if they had been sold in the winter. This 
estate almost demoralized the entire force 
of the trust company, as every officer and 
employee felt it incumbent upon him to at- 
tend the races in Baltimore. 


The American State Bank & Trust Com- 


pany and the Pittsburgh State Bank have 
been merged as the Pittsburgh American 


Bank & Trust Company. 
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St. Louis 


Special Correspondence 


MISSOURI STATUTE DEFINES “LAW 
BUSINESS” 

In view of current discussion as to en- 
croachments on legal preserves it is inter- 
esting to note that Missouri is among th» 
states which attempts to define by statute, 
both what constitutes “practice of law” and 
“law business.” The definition as to what 
constitutes practice relates only to appear- 
ances before courts and other tribunals in 
a representative capacity. The section which 
defines “law business” reads as follows: 

The advising or counseling, for a 
valuable consideration, of any person, firm, 
association, or corporation as to any secular 
law or the drawing or procuring of or assist- 
ing in the drawing for a valuable considera- 
tion of any paper, document or instrument 
affecting or relating to secular rights or the 
doing of any act, for valuable consideration 
in a representative capacity, obtaining, or 
tending to obtain or securing or tending to 
secure for any person, firm, association or 
corporation any property or property rights 
whatsoever.” 

The next following section forbids any 
unlicensed person or any corporation to en- 
gage in the law business, and provides that 
any such person or corporation who shall 
violate that prohibition “shall be subject to 
be sued for treble the amount which shall 
have been paid him or it for any services 
rendered in violation” thereof. 


TRUST COMPANY TO ESTABLISH AND 
OPERATE COMMUNITY CENTERS 

Under the provisions of the will of the 
late Thomas Dunn, leaving an estate of $2,- 
847,000 largely for charitable and _ philan- 
thropic purposes, the Mercantile-Commerce 
Bank & Trust Company as trustee, is charged 
with the task of establishing community cen- 
ters in one or more of the thickly congested 
districts of St. Louis. The purpose of the 
donor, as expressed in his will, is to afford 
a common meeting place for families and 
others who are not so fortunate as some in 
having opportunity for recreation and cul- 
tural associations. 

The will provides for a corporation or cor- 
porations to carry on the community center 
work, the proceeds to come from the income 
of trust funds held by the Merecantile-Com- 
merce Bank & Trust Company which shall 
also hold title to any real estate purchased. 
The will also made provision for mainte- 
nance of the Thomas Dunn Boys’ Hotel, 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 

















Affiliated with F. irst National Bank 














which was established during the life of the 
donor of which the Mercantile-Commerce 
Bank & Trust Company and Thomas C. Hen- 
nings, who is vice-president of the company, 
are also named as trustees. 


THE ONE MAN BANK 

“It is possible for one man banks to suc- 
ceed, and some do, but the percentage of 
those who do succeed is too small and of 
those who fail is entirely too large to justify 
the experiment,” says S. L. Cantley, Com- 
missioner of Finance of Missouri. “Many 
failures are, therefore traceable directly to 
bankers who refuse to counsel with their 
directors, or who conceal from them trans- 
actions which are yital to the stability and 
success of the corporation. Too many stock- 
holders in small banks in particular, under 
present conditions, are a great handicap to 
the successful weathering of the storm. Di- 
rectors all too frequently adopt the same 
policy of retrenchment. If directors and 
officers of banks could always appreciate the 
great responsibility they have assumed as 
stewards of their depositors and other credi- 
tors, there would be a genuine revival per- 
meating every activity of the bank. 
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PROGRESS OF MISSISSIPPI VALLEY 
TRUST COMPANY 

The word “service” has become somewhat 
threadbare by constant repetition and vari- 
able application. At the Mississippi Valley 
Trust Company of St. Louis this word of 
“service” has a significance and interpreta- 
tion all its own. Individual and business 
accounts have been carried on the books of 
this company for several generations. There 
is a wholesome intimacy between the trust 
company and its banking and especially the 
trust department clients which is not meas- 
ured by size of the account or fees for serv- 
ices. Many a struggung young fellow has 
been guided to business or professional suc- 
with the friendly and timely aid or 
counsel of the officers of the Mississippi Val- 
ley Trust Company. During the period of 
business depression the Mississippi Valley 
has quietly pursued its useful and success- 
ful course. Trust department business has 
been mounting rapidly and many estates, 
large and small have come into the care of 
the company. The banking department, ac- 
cording to latest official count, has resources 
of $84.518,000; deposits of $73,690,000. Capi- 
tal is $6,000,000; surplus and undivided prof- 
its, $8,890,181. The report shows no borrow- 
ing from the Federal Reserve Bank and the 
resources represent both liquidity and well- 
judged diversification. 


cess 


and Missouri bankers have made 
plans for a special train to attend the an- 
nual convention of the American Bankers 
Association at Atlantie City October 5th-Sth. 

Ned Kornblite has been elected a direc- 
tor of the Citizens Trust Company of Bing- 
hamton, N. Y. 


Kansas 
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APPROACHING WIVES ON TRUST 
SERVICE 

One of the most frequent objections ex- 
pressed by men who are approached on the 
subject of trust company service is that the 
wife objects to creating a trust or handing 
estate management over to a bank or trust 
company. Experience has shown that this 
objection can be in most cases overcome by 
the right kind of approach to wives. The 
Mercantile-Commerce Trust Company of St. 
Louis has given special attention to this 
phase of trust development by conducting 
publicity campaigns which have for their 
purpose that of giving wives a better in- 
sight into the actual operation of a trust 
and how estates are handled. Husbands are 
also urged to bring their wives to the trust 
company in order that they may acquire a 
more intimate knowledge of the advantages 
of trust service, the requirements attending 
probate and handling of estates and the re- 
lief afforded wives when such burdens are 
thrust upon them. 

W. R. Snodgrass, publicity director of the 
Fidelity National Bank & Trust Company of 
Kansas City, has been elected president of 
the Kansas City Advertising Club. 

A recent nationwide survey shows that 
women bank officers are more numerous in 
the Mississippi Valley states than elsewhere. 
Missouri has 254 women holding official po- 
sitions in banks and trust companies; Illin- 
ois 336 and Kansas 238, 

The Conqueror First National Bank 
the Conqueror Trust Company of Joplin, Mo., 
report combined resources of $7,995,978; de- 
posits, $5,047,632; capital, $350,000; surplus 
and undivided profits $526,643. 


and 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Franklin-American Trust Co..... 
Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


RaMnens VONOY EPUSE CO... occ ee cccccicseaeces 


St. Louis Union Trust Co 
*Accepts no deposits. 


. -2,600,000 


Surplus and 
Undivided Profits, 
June 30, 1931 
$1,841,547.17 
1,886,596.34 


Deposits, 
June 30, 1931 
$32,298,447.16 

24,261,658.37 
7,402,037.22 114,880,577.95 
3,890,181.98 73,690,320.76 
7,086,638 6.91 “ 


Capital 


2,150,000 
10,000,000 

. 6,000,000 
5,000,000 





CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 

2,000,000 

1,000,000 
ied a bs as adele aan aomd 2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 
National Savings & Trust Co 


Washington Loan & Trust Co 


Surplus and 
Undivided 
Profits 
June 30, 1931 
$4,240,751.04 
1,568,988.22 
2,943,315.48 
1,224,186.91 
2,540,330.58 


Deposits 
June 30,1931 Par Bid Asked 
$32,228,982.28 100 320 335 
5,003,194.13 100 100 160 
14,344,531.50 100 380 410 
9,295,937.48 100 200 225 
16,768,751.23 100 400 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currenev 
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Cleveland 


Special Correspondence 


SOUND ADVICE FROM THE STATE 
BANKING SUPERINTENDENT 


Some sound advice was offered recently by 
the Ohio Superintendent of Banks, in 
cautioning against frozen assets and care in 
passing on loans. He says: “In view of the 
general situation as it now exists, and until 
real estate emerges from its present slump. 
it would not seem advisable to make many 
mortgage loans. Under present conditions, 
long-time loans should be frowned upon. An- 
nual financial statements should be required 
from borrowers and care should be taken to 
see that the right kind of collateral is given. 
The practice of permitting loans to ride for 
years without any reduction being made in 
the principal, and with merely the interest 
being collected, is a pernicious one, which 
eventually leads to a frozen condition. 

“When frequent renewals are made the bank 
should insist that the principal be reduced on 
maturity dates. A borrower should not al- 
ways be indebted to his bank. Periodically, 
he should, as it were, wipe the slate clean. 
By the same token a bank should, at reason- 
able intervals, cancel all the obligations it 
may have with its reserve depositories. Such 
au course, as in the case of an individual, 
strengthens credit standing and enhances 
prestige. Where clearing house facilities are 
not available, an exchange of credit inform- 
ation on the part of banks with one another 
in the same country or region, is unusually 
heneficial. Excessive borrowings with sub- 
sequent can be materially reduced 
through system.” 


losses 
such a 

The bankers of Ohio have been beforehand 
in adopting advanced methods, such as coun- 
try clearing house organization, exchange of 
credit information and application of charges 
for unprofitable balances. 


The Valley Savings Bank & Trust Com- 
pany recently was merged with the First 
National Bank of Chillicothe, O., retaining 


the name of First National. 

The National Bank of 
reports $12,862,000 ; 
$9.997.000; capital, surplus and net 


$2,055,964. 


Cincinnati 
deposits, 
profits. 


Second 


resources of 


James D. Russell has succeeded H. E. 
O’Bryan as president of the First-Owensboro 
Bank & Trust Company of Owensboro, Ken- 
tucky. 
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CLEVELAND TRUST COMPANY ENJOINS 
PERSONAL RESPONSIBILITY ON 


EMPLOYEES 

The Cleveland Trust Company believes not 
only in training its employees to become in- 
creasingly efficient in their duties, but also 
impress upon them a sense of the responsi- 
bility which they owe toward the company. 
In a pamphlet issued recently by the Com- 
pany, setting forth information as to serv- 
ices and policies as well as a code of con- 
duct for employees, the following appears: 

“The public forms its idea of the bank as 
a result of its personal contact with bank 
employees. It is essential, therefore, that 
your conduct, both within and without the 
bank, be above reproach. Your employment 
will bring you into close contact with the 
affairs of the bank and its customers. You 
must hold in strict confidence any such in- 
formation you may acquire. 

“No information obtained from bank rec- 
olds is to be used for private purposes, and 
extreme care must be taken not to give out 
information that is of a confidential nature. 
Under no circumstances are you to discuss 
With anyone the affairs of the bank or of its 
customers that may come to your attention, 
even though such matters may seem unim- 
portant. Requests for any kind of informa- 
tion concerning the bank or its clients, either 
over the phone or in person, must be turned 
over immediately to your department head 
or to an officer, unless you have been specifi- 
cally authorized to answer such inquiries. 
Loose talking is an evidence of thoughtless- 
poor judgment, either of which in- 
dicates your unfitness for employment in the 
bank. 

“Live within your income. If it isn’t large 
enough, make yourself so valuable that you 
will be paid more or get another job. De 
not overdraw your account. Do not borrow 
from your fellow employees or from loan 
agents. Meet your obligations promptly and 
keep your credit good. If you do get into 
financial difficulty, talk it over with the 
Personnel Officer or an officer of the depart- 
ment in which you work.” 


ness or 


Henry J. Mergler, assistant treasurer of 
the Fifth-Third Union Trust Company of 
Cincinnati, O., and newly elected president 
of the A. I. B., has been elected an alter- 
nate to the nominating committee from Ohio 
to the A. B. A. annual convention. 


Miss Alta Claflin, librarian of the Federal 


of Cleveland, O., has been 
of the Special Libraries 


Reserve Bank 
elected president 
Association. 
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CONVERSION OF BANK ASSETS INTO 
SECONDARY RESERVES 

The Union Guardian Trust Company of 
Detroit has published in booklet form a time- 
ly and valuable address delivered before the 
mid-west regional savings conference deliv- 
ered by Dr. Ralph E, Badger, executive vice- 
president of the company and directed to the 
subject of “Buying Bonds for Banks.” The 
address is charged with practical and reli- 
able guidance. Mr. Badger evolves certain 
rules to govern conversion of assets into sec- 
ondary reserves. On this point he said: 

(1) The major portion of this fund should 
be invested in short-term liquid and market- 
able securities. 

“(2) No bonds known as second or third 
grade should be purchased for this fund. 
Nothing but so-called standard types of se- 
curities should be purchased. This eliminates 
most real estate bonds, special district mu- 
nicipals, which are not full tax obligations of 
the issuing municipality, and obligations of 
small municipalities, the market for which 
may be poor. 

“(3) Moderate purchases of high 
grade long-term bonds may be made in the 
early stages of depression for the purpose 
of taking advantage of subsequent price ad- 
vances. Long-term holdings should be sold 
from the secondary reserve account in the 
early stages of business recovery, however, 
and replaced by short-term investments.” 


very 


Consolidation of the First American Bank 
& Trust Company of Lima, O., and the Lima 
Trust Company has been effected. The 
merged institution is known as the Lima 
First American Trust Company with com- 
bined resources of more than $8,000,000 and 
capital in excess of $600,000. 

Elmer E. Mack, vice-president and treas- 
urer of the George D. Harter Bank, of Can- 
ton, O., recently completed 50 years of serv- 
ice with that institution. He started as a 
messenger in 1881. 

Kk. T. Shannon, vice-president of the Guard- 
ian Trust Company, Cleveland, has been 
elected a director of the Cleveland & Pitts- 
burgh Railroad Company. 

Joseph R. Kraus, vice-chairman of the 
board of the Union Trust Company of Cleve- 
land has been named a Ohio member of the 
nominating committee for the American 
Bankers Association. 

Harris Creech and George T. Bishop have 
been elected members of the board of mana- 
gers of the Lehigh Coal and Navigation Com- 
pany. Mr. Creech is president of the Cleve- 
land Trust Company. 
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The management of the Lima Trust Com- 
pany of Lima, O., mourns the death of the 
president, Emmett R. Curtin. He was also 
president of the Lima Telephone and Tele- 
graph Company and of the West Ohio Gas 
Company. 

The Ohio legislature has passed a law 
abolishing the tax on personal property so- 
called and putting into effect a tax on in- 
tangibles with varying rates on different 
kinds of property. 

John U. Anderson, who resigned as treas- 
urer of the Republic Steel Corporation, has 
been elected president of the Union Savings 
& Trust Company of Warren, O. 

The notice in the July issue of Trust 
COMPANIES of the appointment of Mr. Earl 
J. Publow as Assistant Trust Officer of The 
Central Depositors Bank & Trust Company, 
should have given its location as Akron, Ohio, 
instead of Toledo. 

A new eight-hour air passenger and ex- 
press service has been scheduled by Trans- 
continental and Western Air, Ine., between 
New York and Chicago. 

A booklet on bank and invest- 
ments has been published by the National 
Bank Division of the American Bankers <As- 
sociation. 
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Los Angeles 


Special Correspondence 
ACHIEVEMENTS IN BANKING AND 
TRUST COMPANY COOPERATION 

Among California bank and trust company 
men the idea of cooperation is charged with 
virile meaning. Problems of policy, adminis- 
tration and practice are dealt with chiefly 
through standing committees. There is com- 
petition to be sure and of a very keen sort. 
But is of a nature which stimulates quality 
of service and does not resort to price-cut- 
ting, unethical encroachment or departure 
from agreed standards. This spirit of co- 
operation is extended to a wholesome willing- 
ness to exchange experience, to pass on to 
the competitor the results of experiments. 
and to observance of the creed of “live and 
let live.” 

A survey of the accomplishments of the 
various committees of the California Bankers 
Association as reported at the recent for- 
tieth anniversary convention in this city 
where the association was founded, shows 
the serious and systematic manner in which 
respective tasks are carried out. The com- 
mittee on legislation devotes close study to 
all bills presented and is alert in sponsoring 
bills of a constructive nature. This applies 
to the committees of bankers and those ap- 
pointed by the Trust Section of the associa- 
tion. The result of such zeal was reflected 
in the defeat of ill-advised bills and the en- 
actment of a number of desirable amend- 
ments at the last session of the legislature 
affecting both banking and trust administra- 
tion. Particularly as to trust legislation a 
code is being developed which is far ahead of 
that which obtains in most of the other 
states, including some in the East where 
trust administration has a much longer rec- 
ord of development. 

As related to current problems of banking, 
there is the Economie Council of the Asso- 
ciation which has been reorganized and the 
scope of its activities enlarged. This council 
takes up and makes recommendations on 
matters that are of daily concern to the 
banker. It studies and present formulas for 
improved banking standards and _ services. 
Most valuable results are also obtained by 
the committees on standard forms relating 
to banking and trust work. It may be truth- 
fully said that California leads all other 
states in developing banking and trust forms 
which simplify practice and expedite the 
handling of business. Aside from these com- 
mittees there are others which actively deal 
with matters of aiding agriculture, taxation, 


education, accountancy practice, protection, 
ete. All this work is coordinated through 
regional groups, so that the progressive work 
is carried on during the entire year. 


ACTIVE GROWTH OF SCHOOL SAVINGS 

Los Angeles banks and trust companies 
believe in starting the thrift habit among the 
young in the cradle. Perhaps in no other 
city have school savings proven so popular 
as in Los Angeles where most of the schools 
have their own miniature set-ups of banks 
and the plan of savings is inculcated as part 
of school routine. Member banks of the Los 
Angeles Banks’ School Savings Association 
report an increase of S70.489 during the 
March quarter, to a total of $1,693,067 as of 
March 31. 

Security-First National Bank heads the 
list with 23,688 school savings accounts and 
deposits of $660,914.42, and is followed by 
California Bank, Bank of America National 
Trust & Savings Association, Citizens Na- 
tional and others. Union Bank & Trust 
Company leads with the highest average ac- 
count of $52.61, followed by the Citizens with 
$28.75, Security with $27.90 and German- 
American Savings Bank with $27.81, 

Herman A. Nater, vice-president of the 
Bank of America, of Los Angeles, was re- 
cently elected president of the Los Angeles 
Banks School Savings Association. 
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HANDSOME NEw City HAtut OF LOS ANGELES 
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San Francisco 


Special Correspondence 


AMERICA’S TRADE FUTURE IS ON THE 
PACIFIC 

3ecause of the highly competitive mar- 
kets in Europe and the complicated economic 
conditions arising from payment of war debts, 
the logic of the present situation is one which 
favors a more aggressive development of 
American trade over Pacific routes to the 
less developed markets of the Far East and 
Oceania, as well as the more convenient 
ports of South America. This viewpoint was 
recently stressed by Secretary Mellon of the 
Treasury in addressing a group of foreign 
business men, when he said: 

“The trade of the world must settle inte 
new channels and will increase in volume, 
notwithstanding tariffs and other barriers. 
We have all come to the realization of the 
fact that if world trade is to be built up 


there must be give and take among nations.” 


In a well-reasoned article appearing re- 
cently in the National Sphere, entitled “Our 
Trade Future is on the Pacific,’ the author 
concludes: 

“In this economic and political dilemm’ 
one way out would appear to be through a 
concerted industrial, political and financial 
drive to increase our trade in the Pacific 
sector. This would appear to be the Mellon 
view in his statement that the ultimate solu- 
tion of world conditions would seem to lie in 
the possibility of building up a higher stand- 
ard, especially in the great and as yet un- 
developed consumer areas. In this develop- 
ment we would expect to get the lion’s share 
of the new trade. Developments, both for- 
eign and domestic, appear to be forcing the 
United States to turn its eyes toward the 
Pacific sector. A change in conditions or 
a change in sentiment could halt this move- 
ment for the time being, or could even post- 
pone it for a long period. Without such a 
change, development of United States trade 
along the Pacific littoral, to balance a re- 
cession of trade across the Atlantic, appears 
almost inevitable.” 


NEW SPECIAL ASSESSMENT LAW IN 
CALIFORNIA 


The Governor of California has signed a 
new special assessment law passed at the last 
session of the legislature. It limits the 
amount that can be assessed against property 
to one half of the true value of a parcel of 
realty and will not permit any assessment 
which, added to all outstanding assessments 
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in the district, totals more than one-half of 
the true value of the land in the district, un- 
less it can be ascertained by a four-fifths 
vote of the legislative body that the pro- 
posed project is feasible and that lands in the 
district are able to carry the burden of the 
proposed assessments. The law further pro- 
vides that a majority protest, prior to time 
work on improvement is ordered, bars for 
one year any portion of the work protested 
against. 

This new law also provides that local 
governments, before levying special assess- 
ments, must prepare a written report giv- 
ing, among other things, a map showing the 
location and extent of the proposed improve- 
ment, its estimated cost, the assessed value 
of each parcel of property to be specially 
assessed, the total assessed value of the im- 
provements on the land to be assessed, the 
total amount of unpaid assessments on each 
parcel of land, ete. 


BRIDGING THE GOLDEN GATE 

A project for the building of a bridge 
across Golden Gate is being sponsored by 
the San Francisco Chamber of Commerce 
and the Junior Chamber of Commerce. It is 
advocated on the ground that San Francisco 
has been dwarfed in its physical growth and 
business has been diverted across the bay or 
other municipalities because of the absence 
of a link or highway to the counties to the 
north. By bridging the Golden Gate there 
will be provided much needed room for geo- 
graphical and material expansion. Although 
the undertaking involves engineering prob- 
lems and is bound to be expensive, it is main- 
tained that the results will be a necessary 
and most important factor in San Fran- 
cisco’s future destiny as the great city of 
the Western world. 


sank of America of San Francisco, has 
absorbed the First National Bank of Marys- 
ville, Cal., merging it into its Marysville- 
Rideout branch. 

An Irish section has been added to the 
bank travel department, Bank of America 
of San Francisco, with Jack Featherstone in 
charge. 

Harris C. Kirk, vice-president of the Amer- 
ican Trust Company of San Francisco, has 
been elected a director of the Reserve City 
Bankers Association. 

The Transamerica Corporation of Cali- 
fornia has absorbed the business of the Inter- 
coast Trading Corporation. 
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